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The State of the Union 


REVIEW AND RECOMMENDATIONS 
By HARRY S. TRUMAN, President of the United States 
Delivered before a Joint Session of United States Congress, Washington, D. C., January 7, 1948 


E are here today to consider the State of the Union. 

On this occasion, above all others, the Congress and 

the President should concentrate their attention, 
not upon party but upon country; not upon the things 
which divide us but upon those which bind us together—the 
enduring principles of our American system, and our common 
aspirations for the future welfare and security of the people 
of the United States. 

The United States has become great because we, as a peo- 
ple, have been able to work together for great objectives even 
while differing about details. 

The elements of our strength are many. They include 
our democratic government, our economic system, our great 
natural resources. But these are only partial explanations. 

The basic source of our strength is spiritual. For we are 
a people with a faith. We believe in the dignity of man. 
We believe that he was created in the image of the Father 
of us all. 

We do not believe that men exist merely to strengthen 
the state or to be cogs in an economic machine. We do be- 
lieye that governments are created to serve the people and 
that economic systems exist to minister to their wants. We 
have a profound devotion to the welfare and rights of the 
individual as a human being. 

The faith of our people has particular meaning at this 
time in history because of the unsettled and changing state 
of the world. 

The victims of war in many lands are striving to rebuild 
their lives and are seeking assurance that the tragedy of war 
will not occur again. Throughout the world new ideas are 
challenging the old. Men of all nations are re-examining 
the beliefs by which they live. Great scientific and industrial 
changes have released new forces which will affect the future 
course of civilization. 


The state of our Union reflects the changing nature of the 
modern world. On all sides there is heartening evidence of 
great energy—of capacity for economic development—and 
even more important, capacity for spiritual growth. But ac- 
companying this great activity there are equally great ques- 
tions—great anxieties—great aspirations. They represent 
the concern of an enlightened people that conditions should 
be so arranged as to make life more worthwhile. 


DecaApE IN REVIEW 


We must devote ourselves to finding answers to these 
anxieties and aspirations. We seek answers which will em- 
body the moral and spiritual elements of tolerance, unselfish- 
ness and brotherhood upon which true freedom and oppor- 
tunity must rest. 

As we examine the state of our Union today we can benefit 
from viewing it on a basis of the accomplishments of the 
last decade and our goals for the next. How far have we 
come during the last ten years and how far can we go during 
the next ten? 

It was ten years ago that the determination of dictators to 
wage war upon mankind became apparent. The years that 
followed brought untold death and destruction. 

We shared in the human suffering of the war, but we were 
fortunate enough to escape most of war’s destruction. We 
were able through these ten years to expand the productive 
strength of our farms and factories. 

More important, however, is the fact that these years 
brought us new courage and new confidence in the ideals of 
our free democracy. Our deep belief in freedom and justice 
was reinforced in the crucible of war. 

On the foundations of our greatly strengthened economy 
and our renewed confidence in democratic values we can con- 
tinue to move forward. 
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There are some who look with fear and distrust upon 
planning for the future. Yet our great national achieve- 
ments have been attained by those with vision. Our Union 
was formed, our frontiers were pushed back and our great 
industries were built by men who looked ahead. 

I propose that we look ahead today toward those goals for 
the future which have the greatest bearing upon the founda- 
tions of our democracy and the happiness of our people. 

I do so, confident in the thought that with clear objectives 
and with firm determination, we can, in the next ten years, 
build upon the accomplishments of the past decade to achieve 
a glorious future. Year by year, beginning now, we must 
make a substantial part of this progress. 


Crres First Goa 


Our first goal is to secure fully the essential human rights 
of our citizens. 

The United States has always had a deep concern for 
human rights. Religious freedom, free speech and freedom 
of thought are cherished realities in our land. Any denial 
of human rights is a denial of the basic beliefs of democracy 
and of our regard for the worth of each individual. 

Today, however, some of our citizens are still denied equal 
opportunity for education, for jobs and economic advance- 
ment, and for the expression of their views at the polls. 
Most serious of all, some are denied equal protection under 
our laws. Whether discrimination is based on race, or creed, 
or color, or land of origin, it is utterly contrary to American 
ideals of democracy. 

The recent report of the President’s Committee on Civil 
Rights points the way to corrective action by the Federal 
government and by state and local governments. Because 
of the need for effective Federal action, I shall send a special 
message to the Congress on this important subject. 

We should also consider our obligation to assure the full- 
est possible measure of civil rights to the people of our terri- 
tories and possessions. I believe that the time has come for 

Alaska and Hawaii to be admitted to the Union as states. 

“  Qur second goal is to protect and develop our human re- 
sources. 

The safeguarding of the rights of our citizens must be 
accompanied by an equal regard for their opportunities for 
development and their protection from economic insecurity. 
In this nation the ideals of freedom and equality can be given 
specific meaning in terms of health, education, social security 
and housing. 


SoctaL SECURITY 


Over the past twelve years we have erected a sound frame- 
work of social security legislation. Many millions of our 
citizens are now protected against the loss of income which 
can come with unemployment, old age, or the death of wage 
earners. Yet our system has gaps and inconsistencies; it is 
only half finished. 

We should now extend unemployment compensation, old 
age benefits and survivors’ benefits to millions who are not 
now protected. We should also raise the level of benefits. 

The greatest gap in our social security structure is the 
lack of adequate provision for the nation’s health. We are 
rightly proud of the high standards of medical care we know 
how to provide in the United States. The fact is, however, 
that most of our people cannot afford to pay for the care 
they need. 

I have often and strongly urged that this condition de- 
mands a national health program. The heart of the program 
must be a national system of payment for medical care based 
on well tried insurance principles. This great nation cannot 


afford to allow its citizens to suffer needlessly from the lack 
of proper medical care. 

Our ultimate aim must be a comprehensive insurance sys- 
tem to protect all our insecurity and ill health. 

Another fundamental aim of our democracy is to provide 
an adequate education for every person. 

Our educational systems face a financial crisis. It is de- 
plorable that in a nation as rich as ours there are millions of 
children who do not have adequate schoolhouses or enough 
teachers for a good elementary or secondary education. If 
there are educational inadequacies in any state the whole 
nation suffers. The Federal government has a responsibility 
for providing financial aid to meet this crisis. 


New Casinet Post 


In addition, we must make possible greater equality of 
opportunity to all our citizens for an education. Only by 
so doing can we insure that our citizens will be capable of 
understanding and sharing the responsibilities of democracy. 

The government’s programs for health, education and se- 
curity are of such great importance to our democracy that 
we should now establish an executive department for their 
administration. 

Health and education have their beginning in the home. 
No matter what our hospitals or schools are like, the youth 
of our nation are handicapped when millions of them live in 
city slums and country shacks. Within the next decade we 
must see that every American family has a decent home. As 
an immediate step we need the long-range housing program 
which I have recommended on many occasions. This should 
include financial aids designed to yield more housing at lower 
prices. It should provide public housing for low-income 
families and vigorous development of new technique to lower 
the cost of building. 

Until we can overcome the present drastic housing short- 
age, we must extend and strengthen rent control. 

We have had, and shall continue to have, a special interest 
in the welfare of our veterans. Over 14,000,000 men and 
women who served in the armed forces in World War II 
have now returned to civilian life. Over 2,000,000 veterans 
are being helped through school. Millions have been aided 
while finding jobs and have been helped in buying homes, in 
obtaining medical care and in adjusting themselves to physi- 
cal handicaps. 

All but a very few veterans have successfully made the 
transition from military life to their home communities. The 
success of our veterans’ program is proved by this fact. This 
nation is proud of the eagerness shown by our veterans to 
become self-reliant and self-supporting citizens. 


NATURAL RESOURCES 


Our third goal is to conserve and use our natural resources 
so that they can contribute most effectively to the welfare 
of our people. 

The resources given by nature to this country are rich and 
extensive. The material foundations of our growth and eco- 
nomic development are the bounty of our fields, the wealth 
of our mines and forests and the energy of our waters. As a 
nation, we are coming to appreciate more each day the close 
relationship between the conservation of these resources and 
the preservation of our national strength. 

Yet we are doing far less than we know how to do to 
make use of our resources without destroying them. Both 
the public and private use of these resources must have the 
primary objective of maintaining and increasing these basic 
supports for an expanding future. 

We must continue to take specific steps toward this goal. 
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We must vigorously defend our natural wealth against those 
who would misuse it for selfish gain. 

We need accurate and comprehensive knowledge of our 
mineral resources and must intensify our efforts to develop 
new supplies and to acquire stock-piles of scarce materials. 

We need to protect and restore our land—public and pri- 
vate—through combating erosion and rebuilding the fertility 
of the soil. 

We must expand our reclamation program to bring mil- 
lions of acres of arid land into production, and to improve 
water supplies for additional millions of acres. This will 
provide new opportunities for veterans and others, particu- 
larly in the West, and-aid in providing a rising living stand- 
ard for a growing population. 


Forestry PRoGRAM 


We must protect and restore our forests by sustained-yield 
forestry and by planting new trees in areas now slashed and 
barren. 

We must continue to erect multiple-purpose dams on our 
great rivers—not only to reclaim land, but also to prevent 
Hoods, to extend our inland waterways and to provide hydro- 
electric power. This public power must not be monopolized 
for private gain. Only through well established policies of 
transmitting power directly to its market and thus encourag- 
ing widespread use of low rates can the Federal government 
assure the people of their full share of its benefits. Addi- 
tional power—public and private—is needed to raise the ceil- 
ings now imposed by power shortages on industrial and agri- 
cultural development. 

We should achieve the wise use of resources through the 
integrated development of our great river basins. We can 
learn much from our Tennessee Valley experience. We 
should no longer delay in applying the lessons of that vast 
undertaking to our other great river basins. 

Our fourth goal is to lift the standard of living for all our 
people by strengthening our economic system and sharing 
more broadly among our people the goods we produce. 

The amazing economic progress of the past ten years points 
the way for the next ten. 

Today fourteen million more people have jobs than in 
1938. 

Propuction Up 

Our yearly output of goods and services has increased by 
two-thirds. 

The average income of our people, measured in dollars of 
equal purchasing power, has increased—after taxes—by more 
than 50 per cent. 

In no other ten years have farmers, businessmen and wage 
earners made such great gains. 

We may not be able to expand as rapidly in the next 
decade as in. the last, because we are now starting from full 
employment and very high production. But we can increase 
our annual output by at least one-third above the present 
level. We can lift our standard of living to nearly double 
what it was ten years ago. 

If we distribute these gains properly, we can go far toward 
stamping out poverty in our generation. 

To do this, agriculture, business, and labor must move 
forward together. 

Permanent farm prosperity and agricultural abundance 
will be achieved only as our whole economy grows and pros- 
pers. The farmer can sell more food at good prices when 
the incomes of wage earners are high and when there is full 
employment. Adequate diets for every American family, and 
the needs of our industries at full production, will absorb a 
farm output well above our present levels. 


Although the average farmer is now better off than ever 
before, farm families as a whole have only begun to catch up 
with the standards of living enjoyed in the cities. In 1946 
the average income of farm people was $779, contrasted with 
an average income of $1,288 for non-farm people. Within 
the next decade we should eliminate elements of inequality 
in these living standards. 

To this end our farm program should enable the farmer 
to market his varied crops at fair price levels and to improve 
his standard of living. 


Price SUPPORTS 


We need to continue price supports for major farm com- 
modities on a basis which will afford reasonable protection 
against fluctuations in the levels of production and demand. 
The present price support program must be re-examined and 
modernized. 

Crop insurance should be strengthened and its benefits 
extended in order to protect the farmer against the special 
hazards to which he is subject. 

We also need to improve the means for getting farm prod- 
ucts into the markets and into the hands of consumers. Co- 
operatives which directly or indirectly serve this purpose 
must be encouraged—not discouraged. The school lunch 
program should be continued and adequately financed. 

We need to go forward with the rural electrification pro- 
gram to bring the benefits of electricity to all our farm 
population. 

We can, and must, aid and encourage farmers to conserve 
their soil resources and restore the fertility of land that has 
suffered from neglect or unwise use. 

All of these are practical measures upon which we should 
act immediately to enable agriculture to make its full con- 
tribution to our prosperity. 

We must also strengthen our economic system within the 
next decade by enlarging our industrial capacity within the 
framework of our free-enterprise system. 

We are today far short of the industrial capacity we need 
for a growing future. At least $50,000,000,000 should be 
invested by industry to improve and expand our productive 
facilities over the next few years. But this is only the begin- 
ning. The industrial application of atomic energy and other 
scientific advances will constantly open up further oppor- 
tunities for expansion. Farm prosperity and high employ- 
ment will call for an immensely increased output of goods 
and services. 

Backs PrivATE ENTERPRISE 


Growth and vitality in our economy depend on vigorous 
private enterprise. Free competition is the key to industrial 
development, full production and employment, fair prices 
and an ever improving standard of living. Competition is 
seriously limited today in many industries by the concen- 
tration of economic power and other elements of monopoly. 
The appropriation of sufficient funds to permit proper en- 
forcement of the present anti-trust laws is essential. Beyond 
that we should go on to strengthen our legislation to protect 
competition. 

Another basic element of a strong economic system is the 
well-being of wage earners. 

We have learned that the well-being of workers depends 
on high production and consequent high employment. We 
have learned equally well that the welfare of industry and 
agriculture depends on high incomes for our workers. 

The government has wisely chosen to set a floor under 
wages. But our 40-cent minimum wage is inadequate and 
obsolete. I recommend lifting the minimum wage to 75 
cents an hour. 
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In general, however, we. must continue to rely on our 
sound system of collective bargaining to set wage scales. 
Workers’ incomes should increase at a rate consistent with 
the maintenance of sound price, profit and wage relationships 
and with increasing productivity. 

The government’s part in labor-management relations is 
now largely controlled by the terms of the labor-management 
relations act of 1947. I made my attitude clear on this act 
in my veto message to the Congress last June. Nothing has 
occurred since to change my opinion of this law. As long 
as it remains the law of the land, however, I shall carry out 
my constitutional duty to administer it. 


Lasor RELATIONS 


As we look ahead, we can understand the crucial impor- 
tance of restraint and wisdom in arriving at new labor-man- 
agement contracts. Work stoppages would result in a loss 
of production—a loss which could bring higher prices for 
our citizens and could also deny the necessities of life to the 
hard-pressed peoples of other lands. It is my sincere hope 
that the representatives of labor and of industry will bear in 
mind that the nation as a whole has a vital stake in the suc- 
cess of their bargaining efforts. 

If we surmount our current economic difficulties we can 
move ahead to a great increase in our national income which 
will enable all our people to enjoy richer and fuller lives. 

All of us must advance together. One-fifth of our families 
now have average annual incomes of less than $850. We 
must see that our gains in national income are made more 
largely available to those with low incomes whose need is 
greatest. This will benefit us all through providing a stable 
foundation of buying power to maintain prosperity. 

Business, labor, agriculture and government, working to- 
gether, must develop the policies which will make possible 
the realization of the full benefits of our economic system. 

Our fifth goal is to achieve world peace based on principles 
of freedom and justice and the equality of all nations. 

Twice within our generation, world wars have taught us 
that we cannot isolate ourselves from the rest of the world. 


Wortp FREEDOM 


We have learned that the loss of freedom in any area of 
the world means a loss of freedom to ourselves—that the loss 
of independence by any nation adds directly to the insecurity 
of the United States and all free nations. 

We have learnec that a healthy world economy is essen- 
tial to world peace—that economic distress is a disease whose 
evil effects spread far beyond the boundaries of the afflicted 
nation. 

For these reasons the United States is vigorously following 
policies designed to achieve a peaceful and prosperous world. 

We are giving, and will continue to give, our full support 
to the United Nations. While that organization has en- 
countered unforeseen and unwelcome difficulties, I am con- 
fident of its ultimate success. We are also devoting our 
efforts toward world economic recovery and the revival of 
world trade. These actions are closely related and mutually 
supporting. 

We believe that the United States can be an effective force 
for world peace only if it is strong. We look forward to the 
day when nations will decrease their armaments. Yet so 
long as there remains serious opposition to the ideals of a 
peaceful world, we must maintain strong armed forces. 

The passage of the national security act by the Congress at 
its last session was a notable step in providing for the secur- 
ity of this country. A further step which I consider of even 
greater importance is the early provision of universal train- 
ing. There are many elements in a balanced national secur- 
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ity program, all inter-related and necessary, but univers. 
training should be the foundation for them all. A favorable 
decision by the Congress at an early date is of world impor- 
tance. I am convinced that such action is vital to the security 
of this nation and to the maintenance of its leadership. 


GREECE AND TURKEY 


The United States is engaged today in many international 
activities directed toward the creation of lasting peaceful re- 
lationships among nations. 

We have been giving substantial aid to Greece and Turkey 
to assist these nations in preserving their integrity against 
foreign pressures. Had it not been for our aid their situa- 
tion today might well be radically different. The continued 
integrity of those countries will have a powerful effect upon 
other nations in the Middle East and Europe struggling to 
maintain their independence while they repair the damages 
of war. 

The United States has special responsibilities with respect 
to the countries in which we have occupation forces: Ger- 
many, Austria, Japan and Korea. Our efforts to reach agree- 
ments on peace settlements for these countries have so far 
been blocked. But we shall continue to exert our utmost 
efforts to obtain satisfactory settlements for each of these 
nations. 

Many thousands of displaced persons, still living in camps 
overseas, should be allowed entry into the United States. I 
again urge the Congress to pass suitable legislation at once 
so that this nation may do its share in caring for homeless 
and suffering refugees of all faiths. I believe that the admis- 
sion of these persons will add to the strength and energy of 
this nation. 


Wortp PEAcgE 


We are moving toward our goal of world peace in many 
ways. But the most important efforts which we are now 
making are those which support world economic reconstruc- 
tion. We are seeking to restore the world trading system 
which was shattered by the war and to remedy the economic 
paralysis which grips many countries. 

To restore world trade we have recently taken the lead in 
bringing about the greatest reduction of world tariffs that has 
ever occurred. The extension of the provisions of the recip- 
rocal trade agreements act, which made this achievement pos- 
sible, is of extreme importance. We must also go on to 
support the International Trade Organization, through 
which we hope to obtain world-wide agreement on a code of 
fair conduct in international trade. 

Our present major effort toward economic reconstruction 
is to support the program for recovery developed by the coun- 
tries of Europe. In my recent message to the Congress I 
outlined the reasons why it is wise and necessary for the 
United States to extend this support. 

I want to reaffirm my belief in the soundness and promise 
of this proposal. When the European economy is strength- 
ened, the product of its industry will be of benefit to many 
other areas of economic distress. The ability of free men to 
overcome hunger and despair will be a moral stimulus to 
the entire world. 

We intend to work also with other nations in achieving 
world economic recovery. We shall continue our co-opera- 
tion with the nations of the Western Hemisphere. A special 
program of assistance to China, to provide urgent relief needs 
and to speed reconstruction, will be submitted to the Congress. 

Unfortunately, not all governments share the hope of the 
people of the United States that economic reconstruction in 
many areas of the world can be achieved through co-oper- 
ative effort among nations. In spite of these differences we 
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will go forward with our efforts to overcome economic 
paralysis. 

No nation by itself can carry these programs to success ; 
they depend upon the co-operative and honest efforts of all 
participating countries. Yet the leadership is inevitably ours. 


Says Peace Is Aim 


I consider it of the highest importance that the Congress 
should authorize support for the European recovery program 
for the period from April 1, 1948, to June 30, 1952, with an 
initial amount for the first fifteen months of $6,800,000,000. 
I urge the Congress to act promptly on this vital measure 
of our foreign policy—on this decisive contribution to world 
peace. 

We are following a sound, constructive and practical 
course in carrying out our determination to achieve peace. 

We are fighting poverty, hunger and suffering. 

This leads to peace—not war. 

We are building toward a world where all nations, large 
and small alike, may live free from the fear of aggression. 

This leads to peace—not war. 

Above all else we are striving to achieve a concord among 
the peoples of the world based upon the dignity of the indi- 
vidual and the brotherhood of man. 

This leads to peace—not war. 

We can go forward with confidence that we are following 
sound policies, both at home and with other nations, which 
will lead us toward our great goals for economic, social and 
moral achievement. 

As we enter the new year we must surmount one major 
problem which affects all our goals. This is the problem of 
inflation. 

Already inflation in this country is undermining the living 
standards of millions of families. Food costs too much. 
Housing has reached fantastic price levels. Schools and hos- 
pitals are in financial distress. Inflation threatens to bring 
on disagreement and strife between labor and management. 

Worst of all, inflation holds the threat of another depres- 
sion, just as we had a depression after the unstable boom fol- 
lowing the First World War. 

When I announced last October that the Congress was 
being called into session, | described the price increases which 
had taken place since June, 1946. Wholesale prices had in- 
creased 40 per cent and retail prices had increased 23 per 
cent. 

Since October prices have continued to rise. Wholesale 
prices have gone up at an annual rate of 18 per cent. Retail 
prices have gone up at an annual rate of 10 per cent. 


INFLATION PROGRAM 


The events which have occurred since I presented my ten- 
point anti-inflation program to the Congress on Nov. 17 have 
made it even clearer that all ten points are essential. 

High prices must not be our means of rationing. 

We must deal effectively and at once with the high cost 
of living. 

We must stop the spiral of inflation. 

I trust that within the shortest possible time the Congress 
will make available to the government the weapons that are 
so desperately needed in the fight against inflation. 

One of the most powerful anti-inflationary factors in our 
economy today is the excess of government revenues over 
expenditures, 

Government expenditures have been and must continue to 
be held to the lowest safe levels. Since V-J Day Federal 
expenditures have been sharply reduced. They have been cut 
from more than $63,000,000,000 in the fiscal year 1946 to 
less than $38,000,000,000 in the present fiscal year. The 


number of civilian employees has been cut nearly in half— 
from 3,750,000 down to 2,000,000. 

On the other hand, government revenues must not be 
reduced. Until inflation has been stopped there should be 
no cut in taxes that is not offset by additions at another point 
in our tax structure. 

Certain adjustments should be made within our existing 
tax structure that will not affect total receipts, yet will ad- 
just the tax burden so that those least able to pay will have 
their burden lessened by the transfer of a portion of it to 
those best able to pay. 


Prorits AT PEAK 


Many of our families today are suffering hardship because 
of the high cost of living. At the same time profits of cor- 
porations reached an all-time record in 1947. Corporate 
profits totaled $17,000,000,000 after taxes. This compared 
with $12,500,000,000 in 1946, the previous high year. 

Because of this extraordinarily high level of profits, cor- 
porations can well afford to carry a larger share of the tax 
load at this time. 

During this period in which the high cost of living is bear- 
ing down on so many of our families, tax adjustments should 
be made to ease their burden. The low-income group par- 
ticularly is being pressed very hard. To this group a tax 
adjustment would result in a saving that could be used 
to buy the necessities of life. 

I recommend therefore that, effective Jan. 1, 1948, a cost- 
of-living tax credit be extended to our people consisting of 
a credit of $40 to each individual taxpayer and an additional 
credit of $40 for each dependent. Thus the income tax of a 
man with a wife and two children would be reduced $160. 
The credit would be extended to all taxpayers, but it would 
be particularly helpful to those in the low-income group. 

It is estimated that such a tax credit would reduce the 
Federal revenue by $3.2 billion. This reduction should be 
made up by increasing the tax on corporate profits in an 
amount that will produce this sum—with appropriate ad- 
justment for small corporations. 

This is the proper method of tax relief at this time. It 
gives relief to those who need it most without cutting the 
total tax revenue of the government. 


Derers TAx REvISION 


When the present danger of inflation has passed we should 
consider tax reduction based upon a revision of our entire 
tax structure. 

When we have conquered inflation we shall be in a posi- 
tion to move forward toward our chosen goals. 

As we do so, let us keep ever before us our high purposes. 

We are determined that every citizen of this nation shall 
have an equal right and equal opportunity to grow in wis- 
dom and in stature and to take his place in the control of 
his nation’s destiny. 

We are determined that the productive resources of the 
nation shall be used wisely and fully for the benefit of all. 

We are determined that the democratic faith of our people 
and the strength of our resources shall contribute their full 
share to the attainment of enduring peace in the world. 

It is our faith in human dignity that underlies these pur- 
poses. It is this faith that keeps us a strong and vital people. 

This is a time to remind ourselves of these fundamentals. 
For today the whole world looks to us for leadership. 

This is the hour to rededicate ourselves to the faith in 
mankind that makes us strong. 

This is the hour to rededicate ourselves to the faith in God 
that gives us confidence as we face the challenge of the years 
ahead. 
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The President’s Tax Plan 


UNFAIR AND INFLATIONARY 





By ROBERT A. TAFT, United States Senator from Ohio 
Broadcast over the American Broadcasting Company System, Washington, D. C., January 8, 1948 


listened yesterday with great interest to the Presi- 

dent of the United States on the State of the Union. The 

message states in general terms the ideals and principles 
and program of the present Administration. The detailed 
specifications for some actions have been already filled in 
by measures proposed, or presumably will be filled in by 
later messages. No one can fail to agree with most of the 
ideals expressed by the President. No one can fail to agree 
with his general desire to bring about improved conditions 
in this country and throughout the world. No one can 
fail to agree with the five goals which he seeks. We all 
join with him in wishing the country a happy New Year 
and a happy new ten years, happier than the fifteen years 
of New Deal administration. 

But when the President comes to fill out the methods by 
which he hopes to accomplish this happiness and these great 
purposes, while he still speaks in general terms, we can see 
that under the guise of American ideals the old New Deal 
has been revived in a more global form than ever before. 
In this picture, the Federal government comes forward 
again as Santa Claus himself, with a rich present for every 
special group in the United States, and for every one else 
who may not be included in any special group. 

If any one has expressed a desire in a letter to Santa 
Claus, that desire is to be promptly fulfilled. 


WaLtace’s INFLUENCE 


One cannot but feel that the recent announcement of Mr. 
Henry Wallace has had a substantial effect on the State of 
the Union. Henry himself will have a hard time to find 
anything to promise the people of this country which is not 
promised in this message. 

The President is apparently determined that the Left- 
wing of the American Labor party and its labor union 
friends throughout the country shall be bound to him and 
shall have no excuse to stray into the Wallace camp. He 
has raised all the ghosts of the old New Deal with new 
trappings that Tugwell and Harry Hopkins never thought of. 

The first point that occurs to me is that the New Deal 
administration has been in control of this government for 
fifteen years. If the country is crying for all these improve- 
ments in social welfare and every other field what has the 
New Deal administration been doing for fifteen years? 

They demanded and obtained from Congress infinite 
power so great that President Roosevelt said it would only 
be safe in his hands and not in those of the Republicans. 
They demanded and received huge sums of money. Plenty 
of that money was spent, but apparently little was accom- 
plished. The President admits it. He says our social se- 
curity system has paps and inconsistencies and is only half 
finished. As a matter of fact, the old-age insurance system 
is utterly and completely inadequate. Today, many who have 
contributed to that system all their lives receive less in their 
old age than many receive from old-age assistance who have 
contributed nothing. 

The President says there is still “lack of provision for the 
nation’s health,” and “that most of our people cannot afford 
to pay for the care they need.” This is a gross exaggeration, 
but what has the New Deal been doing with all our money? 
He says that millions of children do not have adequate 
school houses or enough teachers, and that millions of our 





youth live in city slums and country shacks. Surely, this is 
a more severe indictment of the Roosevelt administration 
than any Republican has made, for that Administration had 
more power and more money to accomplish its purposes, 
widely advertised for political effect, than any administra- 
tion in the history of the United States. 

Of course, the problem is not so simple as that. An im- 
provement in social and economic welfare depends on in- 
telligent planning, wise leadership, sound principles and 
sound, constructive work. Those we have not had. 


Boru Parties FoR ProcReEss 


Both parties—and Henry Wallace—wish to improve the 
condition of the people in the United States. That can be 
the only aim of any one truly interested in government. The 
Republican party is just as much concerned as Mr. Truman 
with speeding up and stabilizing the great economic machine 
which creates prosperity for this country. It wishes to adopt 
those measures which will bring the greatest good to the 
greatest number of people and then alleviate the condition 
of the few who, through misfortune, may not benefit from 
that prosperity. 

There are few, indeed, in public life who have the slight- 
est interest in whether a few rich men prosper or do not 
prosper, whether corporations make profits or don’t make 
profits, except as their status may affect the people of the 
country and the welfare of their employees. There are few, 
indeed, who don’t equal the New Dealers in their sincere 
and earnest desire for uplift and progress in America. 

But we do question the effect of New Deal measures and 
philosophy. Most of their plans are more likely to interfere 
with prosperity than they are to bring it about, first, be- 
cause they ignore the fundamental economic principles n*ces- 
sary for prosperity; second, because they promise something 
for nothing, and, third, because they ignore the vital neces- 
sity of maintaining the principles of freedom and justice to 
which they give a general lip service. 

Measures which destroy the freedom of the individual, 
freedom of states and local communities, freedom of the 
farmer to run his own farm and the workman to do his 
own job, in the end do more harm than good, even to those 
supposed to be benefited. Measures which reduce the field 
in which the free competition of private enterprise can oper- 
ate, reduce both freedom and production. Measures which 
ignore justice for social ends destroy the fundamental pur- 
pose of the American government. 

The first principle of the New Deal was the spending of 
money. This message, in tax recommendations, admits that 
taxation is already too heavy on millions of people. Yet, 
strangely enough, the message proposes additional expendi- 
tures, far beyond the $40,000,000,000 which is said to be 
included in the budget still to come. Nothing is said of 
additional taxation to take care of all the hand-outs that are 
proposed. The people are to get something for nothing from 
dear old Santa Claus. 


EsTIMATE OF CostTs 


What are these proposals likely to cost? They are so 
vague it is impossible to do more than make an intelligent 
guess. The level of benefits is to be raised for all unemploy- 
ment compensation, old-age benefits and survivors’ benefits. 
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In years to come this would amount to billions of dollars, 
mostly to be collected from employers, employees and gen- 
eral taxation. 

The national health insurance system, which is not in- 
surance at all but the providing of free medical care to all 
the people of the United States, would require taxes, prob- 
ably pay-roll taxes, in the neighborhood of four or five bil- 
lion dollars a year. 

The President says, “Our ultimate aim must be a com- 
prehensive insurance system to protect all our people equally 
against insecurity and ill health.” This seems to be a kind 
of catch-all Beveridge plan for the United States which 
would take about 18 per cent of pay roll, or about twenty 
billion dollars (including health insurance and present levies 
for old-age insurance and unemployment compensation). Of 
course, it would be taxation, not insurance. 

The various proposals for aid to education are vaguely 
stated, but | would guess they might amount to a billion 
dollars a year. The housing program might cost $200,000,- 
000. From the message we cannot judge the estimate of 
the additional public works, but the reclamation program 
is to be expanded, although the Republican Congress in 
1947 appropriated more money than has ever been appro- 
priated before in a single year. 

In some manner not defined, the average income of farm- 
ers is to be raised well above that which exists at present. 
Any such agricultural program as the President seems to 
envision will certainly take cash from the Federal treasury 
in large hunks. More money is asked for the school-lunch 
program, the electrification program, the soil-conservation 
program and adequate diets for every American family. 

Then, in the field of foreign affairs we come to the Mar- 
shall plan, involving about $3,000,000,000 a year more than 
we are now spending but apparently included in the new 
budget. The President states that we must maintain strong 
armed forces, and must add to our present system at least 
compulsory universal military training. The cost of that is 
estimated anywhere from $2,000,000,000 to $4,000,000,000. 

The President’s air commission is about to recommend an 
increase of $2,000,000,000 a year in the expenditures for 
our Air Force. If war with Russia is our present concern, 
then certainly the Air Force is going to play a much more 
effective part both in defending this country and attacking 
Russia than universal military training. And its surveillance 
certainly has a prior claim. 

Altogether, I would estimate that if we follow the Presi- 
dent’s recommendations we would spend almost at once 
$10,000,000,000 a year more than we are now spending, 
with later increases to come. Where is this money coming 
from? 


EsTIMATE OF TAXES 
We raise today about $20,000,000,000 from the personal 


income tax. If we want to get the money from that per- 
sonal tax we will have to increase it by about 50 per cent. 
Since you can’t increase by 50 per cent the taxes of the 
wealthy, who pay 80 per cent already, most of the burden 
will have to fall on the lower and middle income groups. 
If the money is collected from more pay-roll taxes it will 
certainly fall on the lower incomes. If more business taxes 
and taxes on corporations are levied they are paid in the 
last analysis by individuals through higher prices or other- 
wise. So, in one way or another, the 60,000,000 workers 
in this country are going to pay those additional taxes, either 
directly or through further increases in prices. 

In short, the President is simply following the old New 
Deal principle of promising the people something for noth- 
ing. No one has ever found out how that can be done. I 
do not mean to say that all the features of the President’s 


program are to be condemned. I only point out that taken 
together they add up to national bankruptcy. 

The President in some parts of his message compares the 
condition of our people favorably with 1938, incidentally 
in the midst of a New Deal depression. At other points he 
pictures the condition of our people as about equal to what 
prevails in Russia. What have we got for all the New Deal 
spending of the past fifteen years, except taxes and rising 
prices and war? 

Now the President talks about a new ten-year plan, 
doubling Joe Stalin’s bid. What reason have we to think 
that the social welfare of our people would improve any 
more in the next ten years than it has in the last fifteen 
years? 

The other feature of the message which stands out is the 
New Deal request for more power and more interference 
with the daily lives of the people. The message asks again 
for rationing, for price control, for wage control and for 
complete power to allocate the products of industry. 

It asks again the power to draft 1,200,000 boys a year 
out of their homes and schools and trades and professions 
into military training. 


THE HEALTH PROGRAM 


It asks again for power to socialize and nationalize medi- 
cine. Under the President’s health program, $3,000,000,000 
or $4,000,000,000 would pour into Washington in pay-roll 
taxes or other taxes to be used by a Washington bureau to 
pay all the doctors in the United States to give free medical 
service to all the people in the United States. 

That means, in effect, that all the doctors would become 
employees of the Federal government. It means that the 
government by regulation would determine when any family 
could have a doctor come to his home and when they would 
have to go to the clinic or the hospital, whether they could 
have X-ray treatment. Two or three hundred thousand 
Federal employees would regulate every detail of their med- 
ical treatment. Certainly, nothing could more intrude into 
the freedom of the American family than government medi- 
cine of this kind. 

Throughout the message all the emphasis is on action by 
the Federal government. Not a word is said anywhere of 
preserving the power of the state and local communities to 
improve their own affairs or direct their own education, 
health, welfare or housing. The message follows the stand- 
ard New Deal line that places all power in Washington 
bureaus. If we destroy the independence of our communi- 
ties, I don’t believe we can retain any popular freedom in a 
country the size of the United States. Again, I do not mean 
to condemn all of the projects. I only point out that, taken 
together, they will add up to a totalitarian state. 

The ten-year Truman plan would leave about as much 
freedom in this country as Stalin’s five-year plan has left 
in Russia. Not only do control measures destroy freedom, 
but they don’t get the results. President Truman himself 
said that rationing and price control are police-state methods. 
Such methods won’t work in the United States in peace 
time, as we saw under O.P.A. They can’t be enforced. 
Black markets spring up over night. 


THREAT TO PRODUCTION 


If these controls could be enforced they would stifle pro- 
duction as they have in Europe and did here—and more 
production is the ultimate solution. Freedom and free com- 
petition made America the greatest producer in the world, 
and have made it possible for us to help Europe. 

The President shows no sense of the real causes of in- 
flation. Prices go up when there is more money to buy things 
than there are things to buy. We are producing more today 
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than ever before, but the government has created still more 
paper dollars. The ultimate solution of inflation is to in- 
crease production, and that is what controls have always 
prevented. Then, while you are increasing production— 
which takes time—you have to cut down spending, and that 
is what price control has always encouraged. 

The President doesn’t say a word about the need for 
economy. He claims credit for cutting the budget from 
$63,000,000,000 in the fiscal year 1946, when we were en- 
gaged in war against Japan, to $38,000,000,000 two years 
later when we are in peace. Not much credit in that. In 
1948 we are still spending four times what was ever spent 
before the war. 

The first step to stop spending is for the government to 
stop spending. That will set an example and enable it to 
get some co-operation from the people so that they can spend 
less and save more. The biggest inflationary element has 
been the export of goods and services in 1947 up to $18,- 
000,000,000, against only $8,000,000,000 of imports. Ten 
billion dollars came in here, mostly loaned by us, to com- 
pete with our citizens for goods and services produced here. 
Of course, prices have gone up. Of course, wheat is at $3 a 
bushel. The President had full power to limit exports, but 
he hasn’t used the power, and he doesn’t say a word about 
using it in his message. 

Furthermore, the Administration let bank loans increase 
in a year by $5,000,000,000, creating that many more paper 
dollars, and failed to use the powers it always had to re- 
strict bank credit. The President doesn’t say a word about 
any of these American methods of preventing inflation. He 
only wants control. 


THe Tax BurDEN 


Outside of controls, his only suggestion is that taxes must 
remain high. Our tax burden today is about 40 billion dol- 
lars. With the state and local taxes, it amounts to about 
30 per cent of our national income. This cost of govern- 
ment is a burden on the other 70 per cent of the productive 
workers. The tax burden is passed on for the most part 
into higher prices paid by every consumer for the food, 
clothing and shoes that he buys. 

Less government spending and less taxation are the most 
obvious of the methods of dealing with the price situation. 
The President recognizes that taxes are unbearably high 
and proposes a credit of $40 to each individual taxpayer 
plus $40 for each dependent. This will take about 11,000,- 
000 taxpayers off the rolls altogether. 

It is equivalent to a $200 additional exemption for per- 
sons in the low-income groups and less than $50 additional 
exemption for those in the higher groups. It is about as 
discriminatory a proposal as could be made, and if followed 
to its logical conclusion will ultimately exempt a large pro- 
portion of all income and shift all taxes onto a very small 
proportion of the population. Up to now we have gone on 
the theory that each citizen owes an obligation to his gov- 
ernment to contribute according to his means. 

The President says a straight tax reduction would be in- 
flationary, but if so his proposal is equally inflationary at 
this crucial time, because it takes effect at once, whereas the 
proposed increase in corporation taxes won’t be paid until 
1949. In any event, it is the total tax burden which in- 
creases prices, and that the President refuses to lower. 

Of course, the increase in corporation taxes from 38 per 
cent to 50 per cent is another discouragement to any in- 
crease in production needed for full employment and to 
lower prices. New enterprises are less likely to be started 
if persons feel that the government is going to take half the 
possible profits. Of course, many new enterprises fail and 


the people who start them lose all the money they have 
put in. It would be “heads you win, tails I lose.” 


“Smart Po.itics” 


In one place in his message the President says: “We are 
today far short of the industrial capacity we need for a 
growing future. At least $50,000,000,000 should be in- 
vested by industry to improve and expand our productive 
facilities over the next few years.” In his mid-year economic 
report last July the President said: “High corporate profits 
have provided funds for a substantial proportion of the 
heavy volume of business investment during the first half 
of 1947. 

Now does the President expect business to make this great 
investment of $50,000,000,000 if taxes take away the profits 
and make it unprofitable for new money to go into busi- 
ness? It is estimated today that it costs $6,000 of new in- 
vestment to create one new job in industry. If we want to 
keep full employment going, that investment must continue. 
I suppose it is smart politics to take money out of corpora- 
tion profits and divide it out among the voters at $40 a 
head, but sometimes I doubt whether smart politics is smart. 

Twice last year, President Truman vetoed tax reduction 
bills on the pretense that they would increase inflation. Now 
in a message in which he says inflation is worse, he asks for 
tax reduction. Probably you will get tax reduction now, 
but what about the reduction you were entitled to last year 
and didn’t get? 


WILL ConTINUE PrRoGRAM 


The President has followed the prediction of every mem- 
ber of Congress, newspaper correspondent and radio com- 
mentator. They all said that Truman vetoed the tax bills 
last year because of Republican sponsorship and that he 
would try to get credit this year—election year—for cut- 
ting taxes. It looks to me like playing politics with your 
money. 

The Republican Congress proposes to go on with its pro- 
gram. It has consistently given the President all the powers 
he needs to stop inflation by American methods. We have 
given him everything except the O.P.A. and wage fixing 
and rationing, police state methods. All the important pow- 
ers he has had ever since the war, but he hasn’t used them. 
It doesn’t look as if he wanted to reduce prices. Whenever 
any food price starts going down, or even threatens to go 
down, some government department steps in and starts buy- 
ing to keep up the price. 

We will make every effort to cut government expendi- 
tures, and really cut all taxes and the tax burden, and cut 
them for good. 

We will scrutinize every expenditure, including the Mar- 
shall plan, so that it may include nothing which is not ab- 
solutely necessary. 

We will proceed with a program of social welfare in 
health, education and housing and social securi But our 
program will be based on state and local administration and 
control, and Federal aid in reasonable sums will be limited 
to those fields where the states and communities cannot ade- 
quately do the job which ought to be done for the benefit 
of those of our population who cannot earn their own way. 

We will insist upon.sound fiscal policies to keep the eco- 
nomic machine running at full speed to provide employment 
and prosperity on a permanent basis. 

We will work out our program of progress along those 
American lines, within the principles of freedom and justice, 
which we followed for 150 years, and which have made 
this country the happiest on the face of the globe. 
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GOVERNMENT, IF MISMANAGED, CAN PRODUCE INCREASING INFLATION 
By THOMAS E. DEWEY, Governor of New York 
Delivered before the New York State Legislature, Albany, N. Y., January 6, 1948 


Tie is the sixth time that I have had the honor and 


pleasure of meeting with your Honorable Bodies upon 

the opening of the annual session of the Legislature. 
This privilege has become an increasingly happy one for me 
as the years have passed, with the deepening personal friend- 
ships and the growth over the years of ever more profound 
respect for the greatness of the processes of free government 
in which we are jointly engaged. 

Each year that I have delivered my annual message the 
existence of war or its immediate aftermath laid its pall 
upon us and upon the state. Each year I looked longingly 
and, I dare say each of you did too, to the next year when 
the dislocations of war would be over and the abundance 
and tranquillity of peace would have returned to us and 
to all the land. Last year I opened my remarks to you by 
expressing the wish and the hope that in 1947, despite the 
hazards ahead, we would see the completion of reconversion 
and the resumption of balanced peace-time production. But 
it was not to be so soon. 

Instead, throughout the nation our economy has been cut 
loose in an inflationary whirlwind, the extent and damage 
of which may yet prove to be unprecedented in our history. 
Its like has been seen in other countries in the past with 
disastrous results. 

Primarily, the present inflation arises out of the disloca- 
tions of the war, but the conditic:: has been greatly aggra- 
vated by other factors, notably the vacillations of economic 
policy in the national government. In the 1930s the dollar 
was devalued, the national debt continuously increased and 
production of all kinds was discouraged. In this weakened 
condition war came to us, during which the national debt 
was increased to almost $300,000,000,000 while real values 
were being heavily and inevitably destroyed. A large part 
of this huge debt was financed by expanding bank-deposit 
money—the modern equivalent of printing-press inflation. 

The result was that when the war ended there was three 
times as much money as before in the pockets of the people 
and in bank accounts; but there was a-shortage of every- 
thing people wanted to buy. 

The danger of runaway price inflation was clear. How- 
ever, instead of controls being maintained until peace-time 
production could get started, the entire structure of war- 
time inflation control was undermined by executive order 
on Oct. 30, 1945, relaxing wage controls, This fatal action, 
together with bad enforcement generally, destroyed the effec- 
tiveness of price controls by the summer of 1946. Thus was 
launched the wage-price-profit spiral which soon wrecked 
the last vestiges of inflation control ard brought about the 
present exorbitant scale of living costs. ; 


INFLATION’s IMPACT ON ALL 


1 suppose there is hardly a family in our state in which 
husband and wife, bread-winner and home-maker, have not 
suffered from the shrinking value of the dollar. The high 
cost of living, the high cost of everything, has its withering 
effect on everything we do. 

Just as this inflation has its impact on every home, it also 
has its effects on the house of government, multiplied a 
thousand-fold. And so, as I discuss with you today the con- 


dition of our state, almost every problem before us is ag- 
gravated by this inflation in the form of high costs and 
shortages of goods and services. 

No man can surely prophesy the course or the end of the 
present period of mounting inflation. One thing, however, 
is clear. These times demand the utmost skill and caution 
in the management of government throughout the state. In 
every possible direction we must use our foresight ard weigh 
our every decision with due regard to the economy imbal- 
ances which afflict us along with the rest of the nation. 

Let me briefly state some examples of how this inflation 
has affected our state. 

The state feeds nearly 122,000 persons in its various in- 
stitutions. During the current fiscal year, the cost of the 
food needed has increased so as to make necessary a defici- 
ency appropriation of $4,100,000. For the next fiscal year, 
the cost of purchased foods is estimated at $19,200,000 
compared with $14,800,000 in the 1947 budget estimates. 
If prices continue to rise, that figure may be far exceeded. 

The cost, particularly the food cost, of maintenance of 
persons on public assistance has likewise increased markedly. 
Moreover, the number of persons receiving public assistance 
has increased. This state now contributes as much as 80 
per cent of these costs, and continuance of this policy will 
mean that the appropriation for this purpose alone will be 
increased in the next budget by more than $50,000,000. 

Meanwhile, our state employees have received no over-all 
adjustments in their scale of compensation since 1946 and 
they are being seriously curtailed in their real incomes, espe- 
cially because of the rise in food costs. In all justice to the 
state employees I shall recommend an appropriate adjust- 
ment in their pay. 

In all construction we find the same drastic increases in 
costs. You are familiar with the great need to rebuild the 
Batavia School for the Blind, and your Honorable Bodies 
have appropriated money to eliminate this fire trap. The 
estimate for the new administration and school building 
based on 1940 prices was $713,000, and this was appropri- 
ated in 1945. When we first asked for bids, we received 
not a single bid for the general construction of the project. 
No contractor wanted to take on the job. Recently we re- 
advertised for bids, stressing the urgent need for this pub- 
lic project. The low bid received was $2,300,000, or more 
than three times the 1940 costs and the appropriation. 


Costs to STATE INCREASE 


Almost everything that the state buys, as with private 
individuals, has similarly increased in cost. 

The condition I have described applies with equal force 
to the local governments in our state. The major adjust- 
ments in the distribution of state-collected taxes and of 
state aids made in recent years now account for an aggre- 
gate local assistance appropriation of $406,500,000, almost 
twice the amount just five years ago. This enormous sum 
is more than 54 per cent of the total state appropriations 
for all purposes today. 

Furthermore, the high reimbursement of welfare costs to 
the localities by the state has saved our localities from dire 
consequences in these times. Nevertheless, many of our 
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municipalities, especially those which have not attempted to 
utilize or could not utilize the permissive local tax program, 
are in difficult straits. 

A similar condition may be described with respect to our 
school districts. State aid for common schools in the cur- 
rent year reached the highest point in our history. Because 
of the many increases in the formula for distribution of 
state aid in the past five years, the aggregate amount of 
state aid was above $150,000,000, or more than $50,000,000 
greater than it would have been if we had not made these 
changes. Nevertheless, much of the increase has been ab- 
sorbed by higher costs rather than being available for added 
services. 

There is no need to elaborate. Most of us are familiar 
with these conditions. Moreover, much of the detail will 
appear later in connection with the analysis of the executive 
budget and of departmental and other programs that will 
be presented to your Honorable Bodies. 

Clearly the situation cries out for a most careful hus- 
banding of our resources. Here are some of the things the 
state government has done and proposes to do in the coming 
year to meet the current problems: 

1. We have kept expenses down to the limit possible 
without impairing essential services to our people. We have 
been particularly careful in maintaining services to the help- 
less inmates, wards and patients of our state institutions. 

2. We have restrained expenditures wherever possible on 
every kind of public works, particularly highways and park- 
ways, because of the high costs and the directly inflationary 
effect of such governmental expenditures. 

3. We have continued our policies in every direction to 
increase the productivity of our state and enterprise within it. 
We believe that in greater production lies the direct answer 
to the shortages of the things that are at the seat of national 
and world inflation. 

4. We have worked assiduously to guide and assist our 
localities in following the principles implicit in the course we 
have taken in regard to state expenditures and in assisting 
them to help themselves. 

5. At a cabinet meeting all of our department heads were 
requested by me to reduce the next year’s budget estimates 
by an average of 9 per cent. With fine co-operation, the 
exercise of great restraint and hard budgeting this has been 
accomplished. 

Thus, by hard work, planning and good administration 
we are preparing and will present a balanced budget. | 
shall present a plan to finance the state government without 
increase in the rates of taxation, in order not to discourage 
greater output by the labor, industry and agriculture of our 
state and thus contribute to the inflation. 

I wish I could say that these policies meet with the en- 
thusiastic support of all our local officials and all the many 
good people with good programs for our state. But of 
course that is too much to hope for. To each person his 
own need or his own project often seems the most impor- 
tant thing of all—the exception to all rules. 

And so we shall have many demands made upon us which 
we cannot meet. It would be pleasant to incur the friendli- 
ness of all these good people. But we cannot meet every 
demand, at the same time maintaining the financial sound- 
ness of our state and avoiding aggravating inflation by ex- 
panded governmental expenditures. While we in the State 
of New York alone may neither cure nor ruin the national 
economy, it is incumbent upon us, as the Empire State has 
done in so many things, to lead the way with courage, -hon- 
esty and with a decent respect for the heritage we pass on 
to our children. 

This does not mean that to preserve the monetary founda- 


tion of our economy we can afford to neglect basic services 
in our society. In war we had to choose between defense 
of our freedom and the maintenance of our normal economy. 
We chose freedom. So in this equally serious struggle with 


economic dislocations we shall often have to choose between 


those things which are essential to a free society, the pro- 
tection of the individual and the unpostponable develop- 
ment of our children on the one hand, and on the other 
hand the need to avoid adding to the present menacing in- 
flation. 

These are hard choices. In making them we are bound 
to apply the severest of tests to any program that would 
engender additional governmental debt or expand in any 
wise the expenditure of government moneys derived by taxes 
from our people. 

I propose to apply such tests, and I recommend that the 
Legislature likewise apply the same tests to all the pro- 
grams we shall consider this year. 

There are already two programs in this state which have 
a distinctly inflationary effect. They are the projects for 
public housing and the distribution and payment of a bonus 
to the veterans of our state. Both are financed out of debt. 
Last year, your honorable bodies followed my recommenda- 
tions with regard to the financing of the soldier bonus. Be- 
cause of that, the bonus, fortunately, is being paid for by a 
relatively short-term debt and an accompanying tax pro- 
gram which will wipe out the debt within ten years. Con- 
sequently, its inflationary impact is reduced. Furthermore, 
its inflationary effects will be still further reduced by the 
inspiring program of our Division of Housing to permit 
veterans to utilize their terminal-leave payments and the 
bonus payments in co-operatively financing new housing for 
themselves. 

The inflationary effects of these two debt-financed pro- 
grams, moderated as they have been, are unavoidable. To 
provide the benefits of adequate housing and to express the 
gratitude we feel toward our veterans are matters to be 
weighed against the economic effects. But these programs 
constrain us all the more to manage wisely the rest of our 
governmental services and to exercise the greatest restraint 
in other governmental expenditures, else we will be un- 
faithful to our public trust. 


EpUCATION 


There are, as I have indicated before, some programs 
which are not postponable. Education is one. The educa- 
tion we provide for our young people—and | do not refer 
only to common school education—must be extended to 
each school generation in turn. If it is not, that generation 
will have been deprived of its opportunities irrevocably. 

The loss would not only be theirs, but would extend 
deeply into the future—into our capacity for self-govern- 
ment, into our scientific and political leadership, into our 
ability to carry on in an expanding universe which con- 
stantly grows more complex and difficult for faltering hu- 
manity. 

All freedom-loving peoples look to this nation for leader- 
ship in withstanding the encroachment and aggression of the 
modern Moloch, the state without a soul, which has no 
purpose except to become an end in itself, to whom all sacri- 
fice not only their first-born, but all their spirit and all their 
goods. It is today’s schoolchildren and students who must 
provide that future leadership in the cause of free govern- 
ment. 

Recommendations for the revision of the formulas for 
state aid to the common schools will shortly be presented to 
you. These will involve not only the inclusion in our regu- 
lar budget of an amount equivalent to the emergency ap- 
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propriations of $27,500,000 from surplus last year, but also 
of a substantial number of additional millions of dollars. 
This further addition will be required because as we apply 
the principle of equalization to all the funds advanced to our 
common schools, we do not wish to curtail the state sup- 
port received by school districts in the past. 

But this is only part of a growing and challenging prob- 
lem. We must not assume that all of the state’s added sup- 
port of education can be channeled exclusively to the com- 
mon schools. We have a great burden in the offing if we 
are to meet the increasingly greater needs for facilities and 
scholarships for higher education. ‘The Commission on the 
Need for a State University will soon report on its recom- 
mendations. It is clear to me that the needs are great enough 
to presage a costly program—perhaps an exceedingly costly 
program, for the state in the years ahead. The expense in 
the initial years may well be only a token of eventual costs. 
This will call for the wisest planning and the most careful 
marshaling of the state’s resources, if we are not to allow 
any branch of education in the state to wither away because 
of our anxiety in behalf of any other. 

In the meantime, it will be necessary to continue the 
emergency statutes, expiring July 1, 1948, which authorize 
the operation of the state emergency colleges at Utica, Samp- 
son and Plattsburg. These colleges represent an outstand- 
ing joint achiévement by the associated private colleges and 
the state government. They are the product of one of the 
most fruitful expenditures of state moneys and now have in 
the aggregate 8,500 students, of which 85 per cent or more 
than 7,200 are veterans. 


EMERGENCY HousInG, RENT CONTROLS, 
PERMANENT HOUSING 


One of the most disrupting and unsatisfying aspects of 
our economy is that of housing. The economic and other 
factors that have retarded the construction of a sufficient 
volume of housing still persist. They existed before the 
war; they have been emphasized since the war by wasteful 
practices, restrictive procedures and shortages in basic ma- 
terials. 

The house-building industry operates under methods that 
were outmoded years ago. Restrictive building codes, re- 
strictive labor practices and restrictive practices by material 
suppliers all contribute to the inefficiency of this great indus- 
try, which accounts for 25 per cent of the total outlay for 
new capital goods. All of these factors produce ever higher 
building cost with the added uncertainty that they may rise 
while the job is in progress. The hesitancy of builders and 
investors to engage in housing operations under present con- 
ditions is unfortunate but understandable and it is my earn- 
est hope that programs now under way under state leader- 
ship will help in solving at least part of the problem. 

Despite all unfavorable factors, a great deal of housing 
has been built in this state both by private builders and by 
the state since the war. 

At the last session, the Legislature extended the oper- 
ations of our Emergency Housing Board by appropriating 
an additional $30,000,000 bringing to $69,800,000 the total 
fund available for veterans temporary emergency housing 
and for temporary emergency educational facilities. The 
state’s extraordinary efforts in alleviating the distress, par- 
ticularly of married veterans with children, must be con- 
tinued. 

It is fitting to note that our launching of an emergency 
housing program in the fall of 1945 was the first of its 
kind anywhere in the nation, and that our program served 
as a model for similar emergency housing construction by 
other states and by the Federal government. 





At the close of 1947, our Emergency Housing Board had 
completed 8,581 homes for veterans out of 9,332 planned, 
throughout the state. At our colleges and universities, the 
board has also completed the entire 1,795 apartments and 
13,678 dormitory accommodations planned for students and 
faculty. The state has also contributed heavily to college 
facilities to meet the great veteran demand, providing nearly 
900 classrooms, laboratories and shops, and over 700 ad- 
ministrative offices. It was only by this help that our state 
made the extraordinary achievement of doubling the enroll- 
ments for higher education. No other state has approached 
this result. 


In order to permit completion of presently programmed 
emergency housing construction, I recommend an extension 
of the emergency housing act from March 31, 1948, to 
March 31, 1949. 

By reason of the critical housing shortages, it is essential 
that the emergency statutes for the control of residential 
rents be extended for another year. This is necessary in 
order to cover any situation which may arise resulting from 
the possible termination of the present Federal controls of 
residential rents. I have publicly advocated the continuation 
of Federal rent controls and I earnestly trust they will not 
be allowed to lapse at this time. 

In New York City, local laws were adopted to provide 
supplementary controls and these local laws should be vali- 
dated by action of the Legislature in order that their oper- 
ation may be continued without question as to legality. 


CoMMERCIAL RENT EXTENSION 


For similar reasons, emergency control of commercial 
rents in New York City by state statute should be extended 
for another year. 


The Joint Legislative Committee on Rents, which in the 
face of many difficult obstacles has had such fine accomplish- 
ments in this field, will, I know, again present its program 
to your honorable bodies, and I urge your sympathetic con- 
sideration of it. 


At the last session of the Legislature there was appropri- 
ated an additional $135,000,000 to be added to the original 
funds of $300,000,000 provided by the state constitution 
for slum clearance and the construction of low-rent public 
housing, subject to the approval of the people. At the gen- 
eral election the people approved of this addition. I recom- 
mend such action as may be necessary to implement fully 
this additional program. 


The permanent public-housing program is proceeding at 
a rapid pace. Nine projects are completed and fully occu- 
pied, and during 1947 eight new projects for a total of 
38,532 persons were put under construction. 

During 1948 many more projects under contract are ex- 
pected to be placed under construction throughout the state. 
The program will eventually provide good homes for about 
160,000 persons who would otherwise have to live in sub- 
standard and unsanitary housing. 

Although the state is engaged in a great low-rent housing 
program, several times greater than that of all other states 
combined, this is of direct benefit only to families of lowest 
income. The need for housing is still acute for many thou- 
sands of families in the middle-income group, especially vet- 
erans. The state and its municipalities offer aid to private 
investors and builders in providing housing for this group 
through our limited-dividend housing law. Under that law 
the value of the new housing may be exempted from mu- 
nicipal taxes for a period of years, and all the state taxes 
are waived. 
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The state is sponsoring the building of mutual housing 
projects by groups of veterans under this law. A program 
has been developed by the Division of Housing whereby vet- 
erans can use their state bonus payments and the cash value 
of their terminal-leave bonds to aid in acquiring homes of 
their own at a cost well within their means. The veterans 
will thus obtain directly the benefits of tax exemption, and 
the Division of Housing is endeavoring to obtain private 
loans for them at advantageous rates of interest. 

Every major veterans’ organization, through its state 
commander, has pledged support of our veterans’ mutual 
housing program. Many groups throughout the state have 
already taken preliminary steps in the organization of such 
housing developments. 

This veterans’ mutual housing plan should broadly aid 
in curing a sick industry of many of its ailments and help 
in the resumption of an adequate program of private home 
building. It is to be hoped that, in the building of homes 
owned by veterans, labor will function at greater effective- 
ness, our municipalities will take steps to remove unneces- 
sary and costly building restrictions, and producers of build- 
ing materials, supplies and equipment will eliminate un- 
necessary cost increases. 

As a result of this, our veterans’ mutual projects can be 
true home-building laboratories that will lessen home-build- 
ing costs. The new practices and procedures adopted should 
flow into private non-veteran home building. 


STaTE FINANCES 


The state government will have no current surplus this 
year. I recommend definitely that taxes be not increased at 
this time for two reasons. The first relates to the entire 
inflationary background which I have already described. 
The second is concerned with the future welfare of the en- 
tire state. 

We are now straining our current resources to the limit 
to meet the many demands upon funds of the state. In the 
midst of an inflationary spiral we may well be toward the 
top of the abnormal revenues which flow from that infla- 
tion. Nevertheless, we are counting on every dollar of those 
revenues for regular state expenses and we are being urged 
from many directions to spend hundreds of millions of dol- 
lars of additional money. Incidentally, we have been urged 
to spend the approximately $100,000,000, which could be 
raised from our largest revenue source for each of three 
separate purposes by three separate organized groups. And 
what would be the result? We should have drawn upon 
our resources to the limit of our possible spending in a period 
of fantastically inflated revenues. With the first mild re- 
cession in business, the government of the state and conse- 
quently of all of its municipalities would be in a catastro- 
phic situation. 

Let me point out a few simple facts. It would take only 
a mild recession in business volume to increase our contribu- 
tion for welfare services by at least $100,000,000. Such a 
recession—and a very mild one at that—would necessarily 
bring about a decline of at least $100,000,000 in our rev- 
enues. We would then be at least $200,000,000 in the red, 
and our State Constitution requires a balanced budget. 

Where would the money come from? There is no simple 
answer to that question which would not involve a revival 
of all the evil taxation practices inaugurated in the 1930s, 
which put our state into a decline with regard to the rest 
of the nation and caused a steady attrition of business and 
employment opportunities for all our people. 

I do not propose to place the state in any such disastrous 
position, and with your help we will successfully avoid it. 
It would be the sheerest folly and the most ‘irresponsible 


government to exhaust our sources of revenue and build up 
our expenses to a maximum in an inflationary period with- 
out the slightest regard for prudence or the possibility that 
a rainy day might sometime come. 

For these reasons and for the equally compelling and all- 
embracing necessities of preventing further contribution to 
the inflationary spiral, your administration has labored dili- 
gently to keep expenditures within expected revenues and | 
most earnestly solicit your wholehearted co-operation in an 
endeavor to keep the State of New York on a sound basis. 


MuNICIPAL FINANCES 


I have already referred to the serious fiscal condition of 
our municipalities. The State Comptroller, after consulta- 
tion with the legislative leaders, has appointed a committee 
to consider the operation of the constitutional limitations 
on local taxation of real property and the possibility of 
changes in those limitations. The committee is also study- 
ing the operation of the constitutional limits on the indebt- 
edness of localities. I am informed that the committee will 
present a report during this session with recommendations 
which I trust will be constructive and helpful in consider- 
ation of possible amendments to the constitutional limita- 
tions now in effect. 

The permissive local tax program of last year has in the 
ensuing months become the center of considerable contro- 
versy and misunderstanding. What is clear is that the pro- 
gram in principle is essential to the financing of rising costs 
of some local governments. It is in operation in Erie 
County. Local legislation will put it into effect in the City 
of Syracuse on March 1. The administration of New York 
City has recommended its use in its plan to meet increased 
needs in that city, and has asked for the inclusion of certain 
additional tax powers. 

The Conference of Mayors of the State of New York, 
which originally sponsored the program, urges that its op- 
tional use be made available to more of our municipalities 
together with the addition of other permissive taxes. A 
number of counties have asked that the permissive sales tax 
be made available for general purposes at the option of the 
county. I urge your careful consideration of these and all 
other amendments and changes which may be proposed to 
make the program work better, for those who wish to use 
it, and to correct any omissions that may have been ascer- 
tained in recent months. I urge that the permissive and 
optional character of all these taxes be preserved intact in 
the best traditions of home rule and local responsibility. 

The foregoing will not bring fiscal balance to all our com- 
munities. They will have to make efforts, as we have in 
the state government, to plan wisely, frugally and energeti- 
cally, to weather the impact of the present period of acceler- 
ated inflation. It is the responsibility of all units of govern- 
ment not to contribute to the inflationary forces that have 
been unleashed in our country. 

The state government has in recent years gone far—per- 
haps too far—in its expansion of local assistance. Apart 
from the effects on state finances and state government in 
the future, there is the progessively degenerative effect that 
excessive grants-in-aid produce upon aided units of govern- 
ment. I have spoken of this before and I know you agree 
with the basic philosophy of maintaining the strength and 
responsibility of local government. The test of principle is 
in bad weather rather than in fair. 


CONSTITUTIONAL AMENDMENTS 


At the last general election a number of amendments to 
the state constitution were approved by the people, and they 
became a part of the fundamental law on Jan. 1. 


Some 
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of these require legislative implementation, such as the 
amendments affecting soldier and absentee voting, the estab- 
lishment of the 10th Judicial District, judicial removal and 
retirement, the salaries of members of the State Legislature, 
and the authorization of additional ski trails.’ Should it be- 
come desirable or necessary I will send you statements of 
my Views or recommendations. 

The amendment authorizing payment of the veterans’ 
benus requires no legislation. Because of your co-operation 
in following my recommendations last year, legislation was 
adopted conditionally in advance. Bonus checks have al- 
ready been put into the mails and will continue until all 
have been distributed. 

In the processing of early communications by veterans, an 
inequity has appeared. It seems unjust that residents who 
entered the service should be deprived of their bonus because 
at the time of application they are no longer residents. Ac- 
cordingly I recommend a constitutional amendment to rec- 
tify this condition. 


Foop AND AGRICULTURE 


From its very beginning this state administration has con- 
cerned itself with the problems of food, as they relate both 
to the farmer and the consumer. Never has this been of 
more importance than at the present, when the high cost of 
food and the high costs of farming coincide with our national 
necessity to provide help to hungry nations overseas. 

When the food crisis suddenly became acute last fall the 
state government took swift and positive action. With the 
co-operation of the legislative leaders, I created a new State 
Food Commission of eleven members, each of them experts 
in training and knowledge of the problems involved. 

Going directly to the heart of immediate needs, the State 
ood Commission has concentrated on the job of providing 
our people with the best technical advice on all phases of 
nutrition and food buying so as to maintain their health and 
vigor. At the same time, the commission has helped our 
farmers to maintain maximum possible production of essen- 
tial milk, eggs and high-protein foods, while saving grain by 
more economical feeding of livestock and elimination of the 
over-age and less productive animals and birds from dairy 
herds and poultry flocks. 

Intimately concerned in this commission work are the 
State Colleges of Agriculture, Home Economics and Veteri- 
nary Medicine, and the School of Nutrition, all at Cornell 
University. In October, I had the privilege of dedicating 
this new School of Nutrition, where the best of scientific 
knowledge and the finest of research facilities are concen- 
trated on the problem of better diet for our people. Here is 
being developed and disseminated an ever-increasing fund of 
information on the more healthful feeding of our people and 
the improvements and better use of the products of our 
New York farms. For this great advance in better living 
for the people of our state 1 shall recommend appropriate 
state participation in my budget message. 

Food and the productivity of our farms are today our 
great bulwark, not only against further domestic inflation 
but also for the defense of free government elsewhere in the 
world. Good weather and the skill of our farmers have 
contributed immeasurably to our national strength in recent 
vears and productivity has been at a maximum. How long 
this may continue is as unpredictable as the weather. At 
best the food situation will continue critical in 1948. Meat, 
for instance, appears likely to be in shorter supply than last 
vear. Of course, a crop failure, either here or abroad, would 
create a gtave emergency. 

In these circumstances, it is important that we continue 
the State Food Commission on a temporary basis, as a coun- 


cil of our best technical knowledge on food and agriculture, 
and that we strengthen our agricultural and nutritional 
services in every possible direction. 


BUSINESS AND LABOR 


New York State today has the highest level of peace-time 
employment we have ever experienced. Nearly 5,500,000 
of our men and women are employed in our non-agricultural 
industries. We in the state government are not unmindful 
that this full employment is to a degree a reflection of the 
boom conditions accompanying the current post-war inflation 
throughout the nation. Accordingly, the state has intensified 
its efforts to develop a sound economic structure which will 
provide a maximum protection against whatever economic 
readjustments may occur in the future. We are seeking to 
broaden the base of business enterprise in our state through 
the development of more and varied small enterprises which 
represent nine-tenths of our individual business units. Since 
V-J Day there has been the extraordinary increase of 
130,000 in the number of business firms in the state, lifting 
the total of all business establishments to an all-time high 
of 540,000. 

These events offer evidence that the economic climate of 
our state is increasingly favorable to business growth. We 
have reversed the process of preceding administrations in 
driving business and employment from our state. Our people 
are immensely benefited and these successful policies should 
emphatically be continued. 

The state’s enviable record of harmony between manage- 
ment and labor was further enhanced in the past year. The 
percentage of available working time lost through work 
stoppages continued below the national average. This record 
reflects the sound basis of the state’s labor relations program 
and its fairness in application to all. Labor, management 
and the state government are dedicated to the further devel- 
opment of the private enterprise system which has made this 
state and nation economically the envy of the world. 

The high cost of living and present wage levels have in a 
short time rendered obsolete the present maximum benefits 
payable under the workmen’s compensation law and the un- 
employment insurance law. The unemployment insurance 
reserve fund has grown to huge size. 

Clearly, in view of the size of the reserve fund and the 
rising cost of living, an upward revision of benefit payments 
and merit rebates is required in order to bring them more 
nearly in line. 

Particularly victimized by the spiral of inflation are those 
of our citizens who receive workmen’s compensation benefits. 
Our present maximum weekly benefit rate is $28. That 
figure was set in 1944, and since then the purchasing power 
it represents has sharply declined while the wage levels upon 
which the present limits were based have risen markedly. 

I therefore recommend that your Honorable Bodies review 
our present benefit rates, and I urge that these be increased, 
particularly in cases of total disability. 


CONCLUSION 


During the coming legislative session | shalb address you 
from time to time on a number of other matters. Contrary 
to my practice of previous years, | have stressed in this 
annual message today only the broader and more urgent 
subjects, most of which, as we have seen, are intimately re- 
lated to the great over-all national problem of inflation. 

Obviously, our state alone cannot decide the course of the 
national economy. But we must constantly keep in mind 
that government, if mismanaged, cam be the greatest factor 
in producing an increasing inflation. As I have pointed out. 
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the policies of the national government have brought us to 
the perilous situation in which our country finds itself. 
Such a situation as we have today in the nation, could have 
come about only as the cumulative result of a history of 
errors over many years. In carrying out the business of 
this great state of ours we must, so far as it is humanly pos- 
sible, abstain from contributing directly to inflation and 
must also, to the best of our powers, seek to produce those 
conditions which will diminish its dangers. 

Our nation, in the year immediately ahead, is called upon 
to face a destiny Leyond that of any other people. The 
hopes and fears of the entire civilized world rest with these 
United States. The burden Providence has put upon us is 
a heavy one. The opportunities for service to mankind are 
unequalled. If we are to be worthy of our destiny, we must 
put aside the fears and doubts of our own competence, our 
own physical and spiritual strength. It is necessary that all 
elements in our great country should work together in har- 


mony and understanding. Only in this way can we con- 
duct ourselves with the strength and wisdom demanded of 
us in this great moment of history. The tasks before us 
will not be accomplished without effort and sacrifice. Above 
all, they will never be accomplished if our country succumbs 
to the wasting fever of an uncontrolled inflationary boom. 

Today; as during the most solemn hours of war, all of 
us in the state and in the nation are called upon to practice 
the homely, solid virtues of industry and thrift. There are 
those in the world ill-disposed toward the use of freedom, 
who are coldly gambling on the hope that the American 
nation will be allowed to dissipate its strength in a shatter- 
ing cycle of boom and bust. For our own sake and for the 
sake of freedom-loving people everywhere who look to us 
for strength and guidance, we must give of our efforts, our 
spirit and our strength to the sacrifices, that are so much 
less than those required of us in war, to preserve our society 
in that freedom under God, in which it moves. 


The European Recovery Program 


FULL AID OR NONE 
By GEORGE C. MARSHALL, United States Secretary of State 
Delivered before the Senate Foreign Relations Committee, Washington, D. C., January 8, 1948 


recommendations of the executive branch of the 

Government for a program of United States assist- 
ance to European economic recovery. This program will cost 
our country billions of dollars. It will impose a burden on 
the American taxpayer. It will require sacrifices today in 
order that we may enjoy security and peace tomorrow. 
Should the Congress approve the program for European re- 
covery, as I urgently recommend, we Americans will have 
made an historic decision of our peacetime history. 

A nation in which the voice of its people directs the con- 
duct of its affairs cannot embark on an undertaking of such 
magnitude and significance for light or purely sentimental 
reasons. Decisions of this importance are dictated by the 
highest considerations of national interest. There are none 
higher, I am sure, than the establishment of enduring peace 
and the maintenance of true freedom for the individual, In 
the deliberations of the coming weeks I ask that the European 
Recovery Program be judged in these terms and on this basis. 

As the Secretary of State and as the initial representative 
of the executive branch of the Government in the presenta- 
tion of the program to your committee I will first outline 
my convictions as to the extent and manner in which Amer- 
ican interests are involved in European recovery. 


(>: December 19 the President placed before you the 


Warns ON America’s FuTuRE 


Without the re-establishment of economic health and vigor 
in the free countries of Europe, without the restoration of 
their social and political strength necessarily associated with 
economic recuperation, the prospect for the American people, 
and for free people everywhere, to find peace with justice 
and well-being and security for themselves and their children 
will be gravely prejudiced. 

So long as hunger, poverty, desperation and resulting chaos 
threaten the great concentrations of people in Western 
Europe—some 270,000,000—there will steadily develop 
social unease and political confusion on every side. 

Left to their own resources there will be, I believe, no 
escape from economic distress so intense, social discontents so 


violent, political confusion so widespread and hopes of the 
future so shattered that the historic base of Western civiliza- 
tion, of which we are by belief and inheritance an integral 
part, will take on a new form in the image of the tyranny 
that we fought to destroy in Germany. , 

The vacuum which the war created in Western Europe 
will be filled by the forces of which wars are made. Our 
national security will be seriously threatened. We shall in 
effect live in an armed camp, regulated and controlled. 

But if we furnish effective aid to support the now visibly 
reviving hope of Europe, the prospect should speedily change. 
The foundation of political vitality is economic recovery. 
Durable peace requires the restoration of Western European 
vitality. 

We have engaged in a great war. We poured out our 
resources to win that war. We fought it to make real peace 
possible. Though the war has ended the peace has not com- 
menced. We must not fail to complete that which we com- 
menced. 

The peoples of Western Europe have demonstrated thei: 
will to achieve a genuine recovery by entering into a great 
cooperative effort. Within the limits of their resources they 
formally undertake to establish the basis for the peace which 


we all seek, but they cannot succeed without American 
assistance. 


Do.iars NEEDED TO SAVE Wor.Lp 


Dollars will not save the world—but the world. today 
cannot be saved without dollars. 

The Paris report of the Committee of European Economic 
Cooperation was a notable achievement. For the first time 
in modern history representatives of sixteen nations collec- 
tively disclosed their internal economic conditions and fraili- 
ties a1 d undertook, subject to stated conditions, to do certain 
things ‘or the mutual benefit of all. The commitments each 
made to the other, if faithfully observed, will produce in 
Western Europe a far more integrated economic system than 
any in previous history. 

The report revealed the measure of outside assistance 
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which in their judgment would be necessary to effect a last- 
ing recovery of the participating nations. The executive 
branch, with help and advice from a great many sources, has 
developed from this report a program of American aid to 
Europe which gives substantial promise of achieving the goal 
of genuine recovery. 

The program is not one of a series of piecemeal relief 
measures. I ask that you note this difference and keep it in 
mind throughout our explanations. The difference is abso- 
lutely vital. 

1 believe that this measure has received as concentrated 
study as has ever gone into the preparation of any proposal 
made to the Congress. The best minds in numerous related 
fields have worked for months on this vast and complicated 
subject. In addition, the best economic and political brains 
of sixteen European nations have given us in an amazingly 
short time their analyses and conclusions. 

The problem we face is enormously complex. It affects 
not only our country and Europe but almost every other part 
of the globe. 

We wish to present to you in the simplest possible way a 
full explanation of the executive branch recommendations 
for aid to Europe. Our presentation will entail the appear- 
ance of high officials from the agencies of the Government 
intimately concerned. Others will give you more detailed 
information on the many factors to be considered. 

I will confine my remarks to the three basic questions in- 
volved: First, “Why does Europe need help”; second, ‘““How 
much help is needed,” and third, “How should help be 
given.” 


I. Wuy? 


The “Why.” Europe is still emerging from the devasta- 
tion and dislocation of the most destructive war in history. 
Within its own resources Europe cannot achieve within a 
reasonable time economic stability. The war more or less 
destroyed the mechanism whereby Europe supported itself 
in the past and the initial rebuilding of that mechanism re- 
quires outside assistance under existing circumstances. 

The Western European participating countries, with a 
present population almost twice our own, constitute an inter- 
dependent area containing some of the most highly industri- 
alized nations of the world. 

As a group they are one of the two major workshops of 
the world. Production has become more and more special- 
ized, and depends in large part on the processing of raw 
materials, largely imported from abroad, into finished goods 
and the furnishing of services to other areas. These goods 
and services have been sold throughout the world and the 
proceeds therefrom paid for the necessary imports. 

The war smashed the vast and delicate mechanism by 
which European countries made their living. 

It was the war which destroyed coal mines and deprived 
the workshop of sufficient mechanical energy. It was the war 
which destroyed steel mills and thus cut down the workshop’s 
material for fabrication. It was the war which destroyed 
transportation lines and equipment and thus made the ability 
to move goods and people inadequate. It was the war which 
destroyed livestock herds, made fertilizers unobtainable and 
thus reduced soil fertility. It was the war which destroyed 
merchant fleets and thus cut off accustomed income from 
carrying the world’s goods. 

It was the war which destroyed or caused the los: of so 
much of foreign investments and the income whic! it has 
produced. It was the war which bled inventories a::.1 work- 
ing capital out of existence. It was the war which shattered 
business relationships and markets and the sources of raw 
materials. 

The war disrupted the flow of vital raw materials from 


Southeast Asia, thereby breaking the pattern of multilateral 
trade which formerly provided, directly or indirectly, large 
dollar earnings for Western Europe. 

In the post-war period artificial and forcible reorientation 
to the Soviet Union of Eastern European trade has deprived 
Western Europe of sources of foodstuff and raw material 
from that area. Here and there the present European situa- 
tion has been aggravated by unsound or destructive policies 
pursued in one or another country, but the basic dislocations 
find their source directly in the war. 


EuropeAN WorksHop CrippLep 


The inability of the European workshop to get food and 
raw materials required to produce the exports necessary to 
get the purchasing power for food and raw materials is the 
worst of the many vicious circles that beset the European 
peoples. 

Notwithstanding the fact that industrial output, except in 
Western Germany, has almost regained its pre-war volume, 
under the changed conditions this is not nearly enough. The 
loss of European investments abroad, the destruction of 
merchant fleets, and the disappearance of other sources of 
income, together with increases in populations to be sus- 
tained, make necessary an increase in production far above 
pre-war levels, even sufficient for a living standard consid- 
erably below pre-war standards. 

This is the essence of the economic problem of Europe. 
This problem would exist even though it were not compli- 
cated by the ideological struggles in Europe between those 
who want to live as free men and those small groups who 
aspire to dominate by the method of police states. 

The solution would be much more easier, of course, if all 
the nations of Europe were cooperating. But they are not. 
Far from cooperating, the Soviet Union and the Communist 
parties have proclaimed their determined opposition to a plan 
for European economic recovery. Economic distress is to be 
employed to further political ends. 

There are many who accept the picture that I have just 
drawn but who raise a further question. “Why must the 
United States carry so great a load in helping Europe?” 

The answer is simple. The United States is the only 
country in the world today which has the economic power 
and productivity to furnish the needed assistance. 

I wish now to turn to the other questions which we must 
answer. These are “How much” aid is required and “How” 
should that aid be given. 


Il. How MucnH? 


Three principles should determine the amount and timing 
of our aid. It must be adequate. It must be prompt. It 
must be effectively applied. 


OBJ ECTIVE—RECOVERY 


The objective of the European Recovery Program sub- 
mitted for your consideration is to achieve lasting economic 
recovery for Western Europe; recovery in the sense that 
after our aid has terminated the European countries will be 
able to maintain themselves by their own efforts on a sound 
economic basis. 

Our assistance, if we determine to embark on this program 
to aid Western Europe, must be adequate to do the job. 
The initial-increment of our aid should be fully sufficient to 
get the program under way on a broad, sound basis and not 
in a piecemeal manner. 

An inadequate program would involve a wastage of our 
resources with an ineffective result. Either undertake to 
— requirements of the problem or don’t undertake it 
at all. 
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Time Is Vita 


I think it must be plain to all that the circumstances which 
have given birth to this program call for promptness in de- 
cisions and vigor in putting the project into operation. The 
sooner this program can get under way the greater its 
chances. Careful consideration and early action are not in- 
compatible. 

The interim aid law which the Congress enacted last De- 
cember was designed as a stop-gap measure to cover the 
period until April Ist of this year. In the meantime it would 
be possible to consider the long-term recovery measure which 
we are now discussing. Unless the program can be placed 
in operation on or soon after April first, there will, undoubt- 
edly, be a serious deterioration in some of the basic conditions 
upon which the whole project is predicated. 

It is proposed that the Congress now authorize the pro- 
gram for its full four and one-quarter year duration, although 
appropriations are being requested only for the first fifteen 
months. Annual decisions on appropriations will afford 
full opportunity for review and control. 

But a general authorization now for the longer term will 
provide a necessary foundation for the continuing effort and 
cooperation of the European countries in a progressive pro- 
gram of recovery. 


AMOUNTS OF REQUIRED ASSISTANCE 


The amount, form and conditions of the American aid to 
European recovery have been presented in President Tru- 
man’s message to the Congress on Dec. 19, 1947. They were 
further explained in the proposed draft legislation and back- 
ground material furnished to this committee at that time by 
the Department of State. 

Taking as the basic genuine European cooperation—the 
maximum of self-help and mutual help on the part of the 
participating European countries—the program aims to 
provide these countries, until the end of June, 1952, with 
those portions of their essential imports from the Western 
Hemisphere which they themselves cannot pay for. 

These essential imports include not only the food, fuel 
and other supplies but also equipment and materials to enable 
them to increase their productive capacity. They must pro- 
duce and export considerably more goods than they did in 
pre-war times if they are to become self-supporting, even at 
a lower standard of living. 

During the first fifteen months exports from the European 
countries will provide. current revenue sufficient to cover 
almost their entire import needs from sources outside the 
Western Hemisphere and also about one-third of their re- 
quirements from the Western Hemisphere. 

It is not proposed that the United States provide aid to 
the full extent of Western Europe’s remaining trade deficit 
with the Western Hemisphere. 

Funds from sources other than the United States Treas- 
ury are expected to carry part of the load. These will be 
principally, credits and other forms of assistance from other 
countries in our hemisphere, loans from the International 
Bank and private sources, and a further slight reduction in 
European reserves. 

It is the final deficit, after.all those other means of financ- 
ing essential imports have been utilized, that it is proposed 
be covered by American aid. 


Cuts 1n Negps Expectrep 


In each succeeding year of the program increased produc- 
tion and increased trade from Europe is expected to reduce 
the amount of assistance needed, until after mid-1952, when 
it is calculated that the participating countries will have re- 
covered ability to support themselves. 


The recommended program of $6.8 billion for the first 
fifteen months reflects a searching and comprehensive in- 
vestigation by the executive branch of European needs and 
of availabilities in the United States and other supplying 
countries, taking full account of the findings of the Harriman, 
Krug and Nourse committees. 

The program of $6.8 billion for the first fifteen months 
has been computed with precision. I wish to emphasize 
that this amount does not represent a generous estimate of 
requirements. It is not an “asking figure” based on an- 
ticipated reductions prior to approval. 

It reflects a rigorous screening of the proposals developed 
by the CEEC and a realistic appraisal of availabilities, In 
our judgment American assistance in this magnitude is 
required to initiate a program of genuine recovery and to 
take both Europe and this nation out of the blind alley of 
mere continuing relief. 

The total estimated cost of the program is now put at 
somewhere between $15.1 and $17.8 billions. But this 
will depend on developments each year, the progress made 
and unforeseeable variations in the weather as it affects 
crops. The over-all cost is not capable of precise determina- 
tion so far in advance. 


Can We Arrorp Ir? 


In developing the program of American assistance, no 
question has been more closely examined than the ability of 
the United States to provide assistance in the magnitudes 
proposed. Both in terms of physical resources and in terms 
of financial capacity, our ability to support such a program 
seems clear. Representatives of the executive branch more 
closely familiar than I with the domestic economy will 
provide further testimony on this issue, but I should like to 
remind you of the conclusions of the three special commit- 
tees which explored this matter in detail during the summer 
and fall. 

The proposed program does involve some sacrifice on the 
part of the American people, but it should be kept in mind 
that the burden of the program diminishes rapidly after the 
first fifteen months. Considerations of the cost must be 
related to the momentous objective on the one hand and to 
the probable price of the alternatives. 

The $6.8 billion proposed for the first fifteen months is 
less than a single month’s charge of the war. A world of 
continuing uneasy half-peace will create demands for con- 
stantly mounting expenditures for defense. This program 
should be viewed as an investment in peace. In those terms, 
the cost is low. 


III—How? 


The third main consideration which, I feel, should be 
borne in mind in connection with this measure is that relat- 
ing to conditions or terms upon which American assistance 
will be extended. 

It is the obvious duty of this Government to insure in so far 
as possible that the aid extended should be effectively used to 
promote recovery and not diverted to other purposes whatever 
their nature. This aspect of the program is perhaps the 
most delicate and difficult and one which will require the 
exercise of a mature judgment and intelligent understand- 
ing of the nature of the problem faced by the European 
governments ana of our particular position of leadership 
in this matter. We must always have in mind that we are 
dealing with democratic governments of sovereign nations. 

We will be working with a group of nations each with 
a long and proud history. The peoples of these countries 
are highly skilled, able and energetic, and justly proud of 
their cultures. They have ancient traditions of self-reliance 
and are eager to take the lead in working out their own 
salvation. 
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We have stated in many ways that American aid will not 
be used to interfere with the sovereign rights of these na- 
tions and their own responsibility to work out their own 
salvation. I cannot emphasize too much my profound con- 
viction that the aid we furnish must not be tied to condi- 
tions which would, in effect, destroy the whole moral justifi- 
cation for our cooperative assistance toward European 
partnership. 

We are dealing with democratic Governments, One of 
the major justifications of asking the American people to 
make the sacrifice necessary under this program is the vital 
stake that the United States has in helping to preserve 
democracy in Europe, As democratic Governments they are 
responsive, like our own, to the peoples of their countries— 
and we would not have it otherwise. 

We cannot expect any democratic government to take 
upon itself obligations or accept conditions which run counter 
to the basic national sentiment of its people. This program 
calls for free cooperation among nations mutually respect- 
ing one another's sincerity of purpose in the common en- 
deavor—a cooperation which we hope will long outlive the 
period of American assistance. 

The initial suggestion of June 5 last, the concept of 
American assistance to Europe, has been based on the pre- 
mise that European initiative and cooperation are pre- 
requisite to European recovery. Only the Europeans them- 
selves can finally solve their problem. 

The participating nations have signified their intention 
to retain the initiative in promoting their own joint re- 
covery. They have pledged themselves to take effective 
cooperative measures. They have established ambitious pro- 
duction targets for themselves. They have recognized the 
need for financial and monetary stability and have agreed 
to take necessary steps in this direction. They have agreed 
to establish a continuing organization to make most ef- 
fective their cooperative work and the application of Ameri- 
can assistance. When our program is initiated we may ex- 
pect that the participating European countries will reaffirm 
as an organic part of that program their multilateral agree- 
ments. 

The fulfillment of the mutual pledges of these nations 
would have profound effects in altering for the better the 
future economic conditions of the European continent. The 
Paris conference itself was one major step, and the par- 
ticipating nations have not waited on American action be- 
fore taking further steps, many of which required a high 
order of political courage. They have moved forward 
toward a practical working arrangement for the multilateral 
clearing of trade. 

France and Italy, whose financial affairs suffered greatly 
by war and occupation, are taking energetic measures to 
establish monetary stability—an essential prerequisite to 
economic recovery. 

British coal production is being increased more quickly 
than even the more hopeful forecasts, and there is a prospect 
of the early resumption of exports to the Continent. 

The customs union among Belgium, the Netherlands and 
Luxembourg is now in operation. Negotiations for a Franco- 
[talian customs union are proceeding. 


APPLICATION OF AMERICAN AID 


Our aid will not be given merely by turning money over 
to the European governments. The European countries will 
prepare periodic statements of their needs, taking into ac- 
count the developing programs of mutual aid worked out 
through the CEEC continuing organization, After review 
by the specialist Economic Cooperation officers in each 
country and by the special United States Ambassador to the 
continuing CEEC organization, they will be transmitted 


to the administrator of the American agency carrying out 
our program of assistance. 

The administrator, in collaboration with other appropriate 
agencies of the Government, will determine to what extent 
the European requirements are justified and to what extent 
they can safely be met. The administrator will also decide 
which specific requirements from among the over-all require- 
ments will be financed by the United States, taking into ac- 
count the ability of the country concerned to pay for some 
portion or all of its total needs. For those needs which 
cannot be paid for in cash the administrator will further 
decide, in consultation with the national advisory council, 
whether aid will be provided in loans—where a sound 
capacity to repay in the future exists—or in outright grants. 

When the program has been determined in detail the ad- 
ministrator will either advance requisite funds to the par- 
ticipating country concerned to enable the purchase of the 
approved imports or, more generally, he will reimburse the 
countries when they have procured and received these im- 
port items. 

A substantial amount of the essential needs of Europe 
must come from countries of the Western Hemisphere other 
than the United States. In some cases the quantities re- 
quired will not exist in the United States; in others the im- 
pact on the American economy will be greatly relieved if 
commodities can be procured elsewhere. A sizeable propor- 
tion of the funds appropriated for the European Recovery 
Program should therefore be available for the financing of 
purchases made outside the United States. 

The application of American assistance will be in accord 
with bilateral agreements to be negotiated with each of the 
participating countries. The terms of these proposed agree- 
ments are outlined fully in the documents submitted to your 
committee on Dec. 19. 


ORGANIZATION FOR THE PROGRAM 


The administration of the program will demand the best 
talent and the greatest efficiency that our country can mus- 
ter. The organization bearing the central responsibility should 
be small and select. It must hold the full and complete con- 
fidence of the American people and of the Europeans. It 
should combine efficient, business-like administration and op- 
eration with the qualities of judgment and discrimination 
necessary to achieve quick and lasting recovery in Europe 
at the least long-term cost to the American people and with 
the least impact on our economy. 

The organization must fit into the complex mechanics of 
our world export picture. American food, steel, and other 
products are being exported to many areas other than Europe. 
In many categories American output represents the major 
source of shortage of goods in the world. There is at present 
workable machinery in the Government for determining total 
export availabilities in the light of domestic needs and for 
allocating these items among the many bidders. We pro- 
pose that this machinery be continued. 

The organization must be granted flexibility in its opera- 
tions. In my judgment this is the most vital single factor in 
effective administration. Without flexibility the organiza- 
tion will be unable to take advantage of favorable develop- 
ments, to meet adverse emergencies, or to cushion the im- 
pact of the program on the domestic economy. 


Link To Foreicn Poricy Nortep 


It has been suggested in some quarters that the adminis- 
tering agency should be established in the form of a Gov- 
ernment corporation. It is claimed that a corporation can 
be vested with broader powers and flexibility than an in- 
dependent executive agency. I do not believe that this is 
necessarily so. The legislation establishing an agency can 
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clothe it with any or all of the beneficial attributes of a 
Government corporation. On the other hand an executive 
agency under the responsible direction of one man, and 
fitted into the existing machinery of government, will be 
better able to meet the requirements of the situation than a 
corporation directed by a board. This task of administra- 
tion clearly calls for administration by a single responsible 
individual. 

Finally, the operation of the program must be related to 
the foreign policy of the nation. The importance of the re- 
covery program in our foreign affairs needs no argument. To 
carry out this relationship effectively will require cooperation 
and teamwork, but 1 know of no other way by which the 
complexities of modern world affairs can be met. It should, I 
think, be constantly kept in mind that this great project, 
which would be difficult enough in a normal international 
political climate, must be carried to success against the 
avowed determination of the Soviet Union and the Com- 
munist party to oppose and sabotage it at every turn. 

There has been comment that the proposed organization, 
the Economic Cooperation Administration, would be com- 
pletely under the thumb of the Department of State. This 
is not so, should not be so, and need not be so. I have per- 
sonally interested myself to see that it will not be so. The 
activities of the ECA will touch on many aspects of our 
internal American affairs and on our economy. In the mul- 
titude of activities of this nature the Department of State 
should have no direction. 


Opposes ENTiRELY New AGENCY 


But the activities of the ECA will be directly related to 
the affairs of the European nations, political as well as 
economic, and will also affect the affairs of other nations 
throughout the world. In this field, the constitutional 
responsibility of the President is paramount. Whether or 
not he chooses to ignore or eliminate the Secretary of State 
in the conduct of foreign relations is a Presidential deci- 
sion. I think that in our effort to restore the stability of 
the governments of western Europe it would be unfortunate 
to create an entirely new agency of foreign policy for this 


Government. There cannot be two Secretaries of State. | 
do not wish to interfere in the proper operations of the ECA. 
The organizational structure we have proposed provides a 
means for giving appropriate direction and control in mat- 
ters of foreign policy to the administrator of the ECA with 
least interference in the business-like conduct of his task. 
In this connection he must coordinate his affairs with the 
legal responsibilities charged to the Secretaries of Com- 
merce and Agriculture. 

The man who accepts the challenge of the great task of 
administering the European Recovery Program must be a 
man of great breadth, ability and stature. I have no qualms 
but that with such a man, and the able aides he will choose, 
I and my staff can form a smoothly working team for hand- 
ling the complicated problems in foreign relationships which 
will arise in the course of the program. In my judgment, the 
organizational proposals which have been put forward rep- 
resent a sound and practical arrangement of functions and 
a framework for successful administration. 


CONCLUSION 


What are the prospects of success of such a program for 
the economic recovery of a continent? It would be absurd 
to deny the existence of obstacles and risks. Weather and 
the extent of world crops are unpredictable. The possible 
extent of political sabotage and the effectiveness with which 
its true intentions are unmasked and thus made susceptible 
to control cannot be fully foreseen. All we can say is this 
program does provide the means for success and if we main- 
tain the will for success I believe that success will be achieved. 

To be quite clear, this unprecedented endeavor of the 
New World to help the old is neither sure nor easy. It is 
a calculated risk. But there can be no doubts as to the alter- 
natives. The way of life that we have known is literally in 
balance. 

Our country is now faced with a momentous decision. If 
we decide that the United States is unable or unwilling 
effectively to assist in the reconstruction of western Europe 
we must accept the consequences of its collapse into the 
dictatorship of police states. 


Democratic Socialism 


THE BRITISH LABOR PARTY 
By CLEMENT ATTLEE, Parliamentary Leader of the British Labour Party 
Broadcast over the British Broadcasting Company Network, London, England, January 3, 1948 


THE Prime Minister's BRoADCAST 


Mr. Attlee delivered the following broadcast on 3rd 
January, in a series of political talks arranged by 
the B.B.C. He was speaking in his capacity as Par- 
liamentary Leader of the Labour Party. 


broadcasts arranged in order that different points of 
view may be put before you but before I embark on 
controversy I would like to say a few words to you all irre- 
spective of whether you are supporters or opponents of the 
Labour Party. First I would like to wish every one of you 
happiness and prosperity in the year 1948. Then I would 
like to thank you all for the splendid effort that the Nation 
made in 1947. It has been a year of great strain. 
As a Nation we have met and overcome great difficulties 
arising in the main from world conditions outside our own 
control and intensified by adverse weather. We have had to 


I AM< taking part tonight in a series of party political 


face serious shortages necessitated, by our economic position. 
But instead of allowing themselves to be depressed by these 
difficulties the British people have worked with a wonderful 
spirit to overcome them. We are far from being out of our 
troubles but we have made a fine start and I am certain that 
we shall in the same spirit carry on through 1948 and achieve 
ultirnate success. 

Before we turn to controversy, let us first note and be 
thankful for this, that in this country we have freedom of 
debate. Besides all other opportunities for discussion we have 
the B.B.C. controlled neither by the government nor by 
private interests affording a platform for free and unfettered 
controversy. In Russia and the Satellite countries of Eastern 
Europe the voice of criticism is silenced. Only one view is 
allowed. 

A hundred years ago the year 1848 saw Liberals and 
Socialists in revolt all over Europe against Absolute Gov- 
ernments which suppressed all opposition. It is ironical that 
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today the Absolutists who suppress opposition much more 
vigorously than the Kings and Emperors of the past mas- 
querade under the name of upholders of democracy. It is a 
tragedy that a section of the movement which began in an 
endeavour to free the souls and bodies of men should have 
been perverted into an instrument for their enslavement. I 
recall this to you because I want to speak of the problem 
which is confronting us today. 

Mr. Walter Elliott a fortnight ago said that we wanted 
a restatement of the old controversy between freedom and 
order, liberty and authority. What is needed is not so much 
a restatement as a reconciliation for we need both authority 
and liberty. 

My contention is that this reconciliation can only be 
achieved through the application of the principles of Demo- 
cratic Socialism, of which the British Labour Party is the 
outstanding champion. 1 claim that here in Britain the 
British people through the Labour Government are giving 
a practical lead to the world, a lead which is needed today 
in order to preserve our heritage of European civilization 
a lead which cannot be given by a Conservative or Liberal 
Government. 

In the Nineteenth Century the contest between Liberal 
and authority was fought largely on political issues. Liber- 
alism rendered a great service to the world in fighting for 
freedom of democracy, but it failed to deal with the problem 
of economic freedom. In the name of freedom it left in the 
hands of the few the power which the possession of land and 
capital gives to its possessors over the many. Therefore 
when the struggle passed from the political to the economic 
field the Liberal Party was superseded. It had finished its 
task. The freedoms which it won are cherished today in this 
country not only by the Labour Party but also by its old 
opponents the Conservatives who have to a large extent 
accepted its political principles. That is why the Liberal 
Party is reduced so low today. What is true and vital in 
Liberalism has become the common doctrine of all demo- 
cratic parties. But Liberalism which triumphed in Western 
Europe was never really accepted or put into practice in 
Eastern Europe. Today in Eastern Europe the Communist 
Party while over-throwing an economic tyranny of land- 
lordism and capitalism has renounced the doctrines of indi- 
vidual freedom and political democracy and rejected the 
whole spiritual heritage of Western Europe. 

The history of Soviet Russia provides us with a warning 
here—a warning that without political freedom, collectivism 
can quickly go astray and lead to new forms of oppression 
and injustice. For political freedom is not merely a noble 
thing in itself, essential for the full development of human 
personality—it is also a means of achieving economic rights 
and social justice, and of preserving these things when they 
have been won. Where there is no political freedom, 
privilege and injustice creep back. In Communist Russia 
“privilege for the few” is a growing phenomenon, and the 
gap between the highest and lowest incomes is constantly 
widening. Soviet Communism pursues a_ policy which 
threatens with a new form of imperialism—ideological, 
economic and strategic—the welfare and way of life of the 
other nations of Europe. 

At one end of the scale are the Communist countries; at 
the other end the United States of America stands for indi- 
vidual liberty in the political sphere and for the maintenance 
of human rights. But its economy is based on capitalism 
with all the problems which it presents and with the charac- 
teristic extreme inequality of wealth in its citizens. As a new 
country with immense resources it has not yet had to face 
the acute problems which have arisen in the other Capitalist 
countries. 

Great Britain like the other countries of Western Europe 





is placed geographically and from the point of view of 
economic and political theory between these two great con- 
tinental states. That is not to say that our ideas are in any 
sense “watered-down capitalism” or “watered-down com- 
munism” nor that they constitute a temporary halting-place 
on a journey from one creed to the other. Ours is a philos- 
ophy in its own right. Our task is to work out a system of a 
new and challenging kind which combines individual free- 
dom with a planned economy, democracy with social justice. 
This task which faces not only ourselves but all the Western 
democracies requires a government inspired by a new con- 
ception of society with a dynamic policy in accord with the 
needs of a new situation. It could not be accomplished by 
any of the old parties nor by a Totalitarian party whether 
Fascist or Communist. 


A conservatism rooted in the past and looking backwards 
makes no appeal to the majority. Even a reformed and liber- 
alized conservatism which nevertheless bases itself on class 
inequality, on private ownership of the means of life, and 
on the supremacy of the profit motive makes no appeal to a 
generation that remembers the suffering of the inter war 
years and has seen what a nation can accomplish in war when 
everything was subordinated to the common good. 


It is therefore a right instinct on the part of the people 
which put into power the Labour Party inspired by the ideal 
of social justice for all and presenting a policy of planned 
national economy and the use of the resources of the country 
for the good of all the people. They too know how stead- 
fastly the Labour Party had rejected the horrors of Com- 
munism and how deeply attached it was to the free and 
democratic tradition of this country. 


The chief complaint of the Conservative Party is that the 
Labour Government is carrying out the policy which it 
placed before the electors. 


Mr. Churchill in the House of Commons the other day 
said that in the state you needed both an engine and a brake. 
In the uphill task of raising the standard of life of the 
people the advocates of change have always had the brake 
put on against them, sometimes by the Liberals but generally 
by the Conservatives. That is why progress is so slow and 
why reforms have come so late. 


You must have noticed how many things are being done 
with general approval by the Labour Government which 
ought to have been done years ago. For instance there is 
housing and town planning. The scandal of bad housing 
conditions could and should have been remedied years ago. 
Our cities grew and sprawled over the country-side at the 
sweet will of private profit. Little was done for years. The 
brake was always on. Yet now Conservatives are quite in- 
dignant because in two and a half years the neglect of dec- 
ades has not been remedied. The town and country plan- 
ning bill fifty or even a hundred years too late is passed with 
general consent. 


We are just bringing to an end the poor law with general 
agreement. Yet I recall nearly forty years ago helping with 
the campaign for its abolition. The state of the coal mining 
industry was a scandal for years. A quarter of a century 
has gone by since the Sankey Commission reported in favor 
of nationalization. How much better placed we should have 
been today and how much misery and loss would have been 
avoided if what we have done now had been done then. 

Yet Mr. Elliott in his breedcast makes the same old plea 
for national unity on the basis of labor adopting a con- 
servative policy of letting things alone. 

It is indeed clear that the Conservatives have no policy to 
set against that of the Labour Party. They talk, it is true, 
of freeing the country from controls, but they know in the 
conditions of world shortage today especially for Britain 








Harold E. Stassen 


i.) 
— 
io) 





in the position in which her sacrifices in the war have left 
her that controls are necessary. Ail indeed Mr. Elliott could 
do on controls was to indicate four necessary but very un- 
popular ones which he would like to remove. So would we 
all! He was careful not to say that if he were in power he 
would get rid of them. 

No responsible Conservatives suggest that you can today 
do without government planning. Where then do they dis- 
agree with us? I think that it is in the object aimed at. 
Unlike the Labour Party which is a good cross section of the 
population the Conservative Party as you can see from its 
composition in the House of Commons is a class party. It 
would therefore plan on a class basis. 

The Conservatives have reached the point of conceding 
the need for a national minimum standard of life, but above 
that there is to be a scramble with the dice loaded in favor 
of the property owner. Hence their opposition to the trans- 
fer to the community of blocks of property which should in 


their view be used for the making of profit by the few. 

The policy of Democratic Socialism which the Labour 
Government is carrying out seeks to create conditions in 
which a good life will be attainable by every individual in 
the community free from oppression whether by govern- 
mental or by vested interests. Already great strides have 
been made towards a fairer distribution of wealth. Broad 
measures of social security have been passed. Basic industries 
are being steadily brought under public ownership without 
sacrificing any of the liberties which we all hold dear. 

The Labour Government is giving the lead which is 
needed not only by this country but by Europe: and the 
nation is responding to that lead. Here is the vital point. 
Britain is a democracy and in a democracy the government 
leads and the people co-operate with the government. 

I am confident that the government has the co-operation 
of the people in its double task: that of reconciling liberty 
and authority and of basing freedom on social justice. 


United Nations Charter Revision 


INITIATE CALLING OF CONVENTION IN 1950 
By HAROLD E. STASSEN, former Governor of Minnesota 
Delivered before the New York Young Republican Club, New York, N. Y., January 5, 1948 


appreciate your invitation to deliver it to the Young 
Republicans in this Empire State, ably presided over 
by your outstanding Governor, the Hon. Thomas E. Dewey. 

It is customary in an opening address of a New Year to 
extend best wishes for the New Year. This I do now to 
the Young Republicans of New York with warmth and 
cordiality. 

It is also customary in an opening address of a New 
Year to express personal hopes for the New Year. May I 
say, with a smile, that in this instance in 1948, and with 
your permission, I will dispense with that portion of the 
custom. 

Rather, would I discuss with you seriously and in direct 
terms the future program of our Republican party upon the 
vital questions before our country, and the effect which the 
Young Republicans of the nation might have upon that 
platform. 

I specifically urge upon you, and upon the millions of 
other young Republicans throughout America an increas- 
ingly vigorous participation in the affairs of the Republican 
party and in the organizations, delegations, conventions, 
campaigns and issues in the party. 


Te: is my first address of the New Year—1948. I 


BIPARTISAN PoLicy 


You will bring to the party an expanded vision of the 
realities of world conditions, a needed willingness to pioneer, 
a greater determination to succeed and a larger measure of 
optimism. You can be of major importance in making the 
Republican party in 1948 the party of hope for the people, 
of service to the people and of victory with the people. But 
to do so requires a willingness to take issue within the party 
with those whose primary glance is backward, whose most 
cherished word is no, whose outlook is limited by the terri- 
torial borders of our country, or worse, by the borders of 
an election district. 

The overshadowing question of our time is that of future 
world war or world peace. The primary objective of Amer- 
ica must be to win and maintain expanding individual free- 


dom for ourselves and for others without the holocaust of a 
third world war. It is an objective so challenging in its 
difficulties and so thrilling in its rewards for all mankind 
as to inspire the best that is in the youth of America. 

Considering the current state of world relationships, re- 
viewing the two-year record of the United Nations and 
analyzing the clash and conflict of systems and ideas with 
Russia, I believe it is imperative that our Republican party 
propose a positive far-reaching foreign policy in 1948 and 
seek Democratic agreement upon it as a bipartisan policy 
and enlist general public approval for it as an American 
policy. 

U. N. ConveNTION 


As the capstone of that policy I propose that the United 
States initiate the calling of a major United Nations Con- 
vention in the year 1950 for the purpose of amending and 
rewriting the Charter and strengthening the United Na- 
tions for its noble and vital task. 

Such a convention can be called under the present Charter 
without a veto. It appears to me that it is necessary and 
essential that it be called. 

In the first instance, it will set a constructive goal out 
ahead of all the current clashes and disappointments and 
failures of parleys and of relationships. It will serve to em- 
phasize that our ultimate objectives are for peace and prog- 
ress and freedom of mankind. It will brighten the hopes of 
peoples everywhere. The sum total of depressed minds and 
helpless attitudes is now a staggering millstone on the world. 

Clearly the United Nations needs strengthening. Defi- 
nitely it requires a new voting method to end the single- 
power veto, new means of developing its own police force, 
new steps toward the rule of laws in special problems and 
in human rights on a world-wide level in the place of the 
domination of men or of absolute sovereign states. Certainly 
atomic energy must be inspected and controlled on a world- 
wide scope. 

There is grounds for hope that if we measure up to our 
interim responsibilities the situation in 1950 will be right 
for progress in the United Nations. 
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But while I sketch in broad strokes the imperative need 
of setting this target in 1950 before the world, I do not 
minimize the importance of the interim steps. In fact, the 
decisions and actions in the intervening months and years 
will in large measure prescribe the prospects of success of 
the major later venture. 


MARSHALL PLAN 


We must demonstrate the continued success of our free 
economy in America with its modern peoples’ capitalism, its 
high production and its excellent distribution. This requires 
a network of interrelated measures of limited powers in 
government, of curbs on excessive credit to decrease infla- 
tionary pressures, of supervision of exports to avoid too 
great an impact of world-wide shortages, of limiting of in- 
ventories to prevent hoarding, of economy in the civilian 
activities of government and of a variable Federal fiscal pro- 
gram, all to check booms and to avoid depression busts. 
Supplementary action on the housing and health and educa- 
tion shortcomings is also indicated. 

We should follow through thoroughly with Senator Van- 
denberg on the Marshall plan for rebuilding Europe, plac- 
ing it on a sound and businesslike basis, establishing proper 
economic conditions to increase its prospects of success, but 
above all, treating it as the bipartisan program that it is and 
not permitting quibbling or politics to delay and handicap 
or cut in half and destroy. 

We should maintain a strong military position and in- 
crease our air power and enlarge our research. This is es- 
sential for the dual reasons that no one can guarantee future 
peace and the decisions of others are more likely to be for 
peace if we are strong. 

Our economic practices must be consistent with our for- 
eign policy. Specifically, we should promptly stop shipping 
to Russia heavy machinery, machine tools, electrical devices 
and other apparatus and equipment which could become a 
part of a Communist war machine. This stoppage should 
be our rule unless and until the leaders in the Kremlin show 
by definite agreement and action that they will co-operate 
in rebuilding Europe. 

According to latest available statistics, in 1947 the United 
States shipped more industrial machinery to Russia than to 
either France or England and more electrical machinery to 
Russia than to France and England combined. This does 
not make sense under the current obstructionist policies of 
the Politburo. Neither the attempts to minimize the amounts 
nor to refer to our imports justify this inconsistency. The 
claim that we receive most of our essential manganese and 
chrome ore from Russia is not true. We have received less 
than one-third of our total imports of these two ores from 
Russia, and we can, with comparative ease, develop the other 
sources to fill our complete needs. 

We should promptly initiate an extensive world-wide 





Future Employment of Naval Forces 


IMPORTANCE OF CONTROL OF THE SEA 


campaign of ideas to combat the propaganda line of the 
Communists of Russia. Its objective should be to advocate, 
explain, inspire individual freedom for men everywhere. It 
should go far beyond the voice of American broadcasts and 
with versatility and resourcefulness assist the genuine desire 
for freedom and slake the world-wide thirst for truth. 

If these five interim phases are well carried out, the year 
1950 could see this situation: 

Continued success of the American economic system, 
marked progress in rebuilding Europe, with rising stand- 
ards of living and a definite trend toward increased indi- 
vidual economic, social and political freedom, continued 
low production and poor living standards in Russia com- 
pounded rather than corrected by the ruble purge, the in- 
ability of the Kremlin to successfully wage aggressive war 
and diminishing Communist strength in other nations. 

This could well be the soil from which the United Nations 
could grow to greater strength along with a major realign- 
ment of Russian policy. This could mean an increased as- 
surance of peace, a brighter outlook for individual freedom 
and human rights, a larger enjoyment of life, with higher 
production and easier flow of goods, of ideas and of men 
between nations and tremendous dividends of better living 
to all peoples. 

To those who mutter “dreamer” and “visionary” to 
thoughts like these, permit me to réspond that all broad 
happy steps in mankind’s tortuous progress, including the 
original establishment of these United States of America, 
were met by such labels. 

Let me further ask for the alternatives to such an in- 
tegrated program of long view. 

Certainly the history of the world does not recommend 
a policy of blind and spineless semi-surrender to totalitarian 
concepts or demands as advocated by the extreme Left in 
America. From modern Munich to ancient Athens history 
says that the road to peace cannot be paved with the jelly- 
like blocks of appeasement. 

Equally do the lessons of the past and our own powers 
of reason tell us that problems are not solved by closing our 
eyes to them, nor does time stop marching if we reach out 
to turn backward the hands of the clock. 

The Young Republicans of America can in this year, 
1948, make a historic impact on the policies of our party 
and our country. 

Some of our seniors may demonstrate this year policies 
and practices which to the youth of the party appear as 
shortsighted, obstructionist, evasive and narrow. It will be 
their right to act as they see the issues. But it will also be 
not only our right but our duty to oppose them. 

I am convinced that only by such direct and forthright 
opposition can the Republican party in 1948 be a party that 
is of service, a party that is humanitarian, a party that is 
victorious. 





By CHESTER W. NIMITZ, Fleet Admiral, United States Navy 


Report to United States Secretary of the Navy John L. Sullivan, January 6, 1948 


1. Sea Power—Sir Walter Raleigh declared in the early 
seventeenth century that “whosoever commands the sea com- 
mands the trade; whosoever commands the trade of the 
world, commands the riches of the world and consequently 





the world itself.” This principle is as true today as when 
uttered and its effect will continue as long as ships traverse 
the seas. That this period extends beyond the foreseeable 
future is apparent when it is realized that the 100,000 long 
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tons of cargo which forty-four ships can transport from San 
Francisco to Australia monthly would require for the same 
purpose 10,000 four-engined C-87 airplanes manned by 
120,000 highly trained personnel, plus eighty-nine seagoing 
tankers to provide gas along the route and at the far end of 
the run. Cargo-carrying aircraft will no more replace ve- 
hicles of the same type on the seas than they will those on 
land. In fact, cargo-carrying ships will become increasingly 
important to the United States both’in peace and in war. 
Our national resources in petroleum products alone are in- 
adequate for the prosecution of a long war. A realistic 
appraisal of the requirements in material for this nation to 
engage in war shows that an uninterrupted stream of imports 
will be essential and that the volume of these imports is such 
that they must come by sea. 

2. The United States possesses today control of the sea 
more absolute than was possessed by the British. Our in- 
terest in this control is not riches and power as such, It is, 
first, the assurance of our national security and second the 
creation and perpetuation of that balance and stability among 
nations which will insure to each the right of self-determina- 
tion under the framework of the United Nations organiza- 
tion. 

3. Our present control of the sea is so absolute that it is 
sometimes taken for granted. As a result, there is a faulty 
tendency, under the assumption that any probable enemy in a 
future war possesses only negligible apparent fleet strength, 
to give no major offensive role to the Navy—only a support- 
ing role and the prosecution of anti-submarine warfare. Op- 
posing fleets have been eliminated, it is reasoned; hence, ours 
should be reduced to a mere support force and its appropria- 
tions transferred to certain types of aircraft which would be 
the answer to all our problems of offense and defense. The 
answer is not so simple. Technology in warfare, as in all 
else, has simplified some details but has greatly complicated 
the aggregate. The submarine and the torpedo, far from 
eliminating combatant surface ships, produced the depth 
charge, sonar and electronic sounding and the anti-subma- 
rine aircraft which in two wars have successfully defeated 
them. Similarly, the airplane in its application against naval 
forces has already given creation to the proximity fuse, 
homing missiles, electronic ranging and gun control, and 
carrier attack aircraft which, during World War II, re- 
peatedly defeated concentrations of Japanese land-based air- 
craft wherever encountered. 

4. Our present undisputed control of the sea was achieved 
primarily through the employment of naval air-sea forces in 
the destruction of Japanese and German sea power. It was 
consolidated by the subsequent reduction of these nations to 
their present impotence, in which the employment of naval 
air-sea forces against land objectives played a vital role. It 
can be perpetuated only through the maintenance of balanced 
naval forces of all categories adequate to our strategic needs 
(which include those of the non-totalitarian world), and 
which can flexibly adjust to new modes of air-sea warfare 
and which are alert to develop and employ new weapons and 
techniques as needed. 

5. Employment of Naval Forces in the Past. A report 
made in 1657 by one of Cromwell’s admirals that “after we 
destroyed the ships we plied our guns against the forts” . . . 
indicates that the purpose of achieving sea power and the 
recognized practice of applying pressure against an enemy 
wherever he can be reached by naval forces has not changed 
from that day to this. The basic objectives and principles of 
war do not change. The final objective in war is the destruc- 
tion of the enemy’s capacity and will to fight, and thereby 
force him to accept the imposition of the victor’s will. This 
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submission has been accomplished in the past by pressure in 
and from each of the elements of land and sea, and, during 
World War I and II, in and from the air as well. The opti- 
mum of pressure is exerted through that absolute control 
obtained by actual physical occupation. This optimum is 
obtainable only on land where physical occupation can be 
consolidated and maintained. Experience proves that while 
invasion in some form—on adjacent sea arcas, covering air 
spaces, or enemy territory itself—is essential to obtain deci- 
sions in war, it is sometimes unnecessary to prosecute invasion 
to the extent of occupying a nation’s capital or other vital 
centers, Sufficient of his land, sea or air territory must be 
invaded, however, to establish the destructive potential of the 
victor and to engender in the enemy that hopelessness which 
precedes submission. The reduction of Japan is a case in 
point, 

6. Naval forces have always played a vital and often de- 
ciding role in warfare by invading adjacent sea areas to 
project their pressure on enemy territory. Before the inven- 
tion of gunpowder, in the days of Greece and Rome, there 
was no such thing as a “fleet in being.” Naval forces were 
built as they were needed, and the transport had equal stand- 
ing with the man-of-war. The latter served to clear the nar- 
row seas for the transport to discharge its force of men and 
weapons upon enemy territory where the decision was ob- 
tained. 

In the long history of British domination of the seas, it is 
safe to say that the Royal Navy fought as many engagements 
against shore objectives as it did on the high seas. Singularly, 
it was this same British sea power, in the form of a tight 
blockade, which denied world intercourse to him but assured 
it to his enemies, and, in the victories of Copenhagen, the 
Nile and Trafalgar, which was the controlling factor in his 
eventual defeat. Also, the great British strategic bastion of 
Gibraltar was captured in 1704 by a force of Royal Marines 
and seamen landed from a naval squadron which had first 
pounded the Spanish garrison into a state of confusion and 
despair. 

7, The naval history of our own Civil War is a vivid por- 
trayal of the employment of naval forces against an enemy 
without a fleet. Naval forces were a controlling factor in 
the Confederate defeat and in shortening the war. The 
Confederate States had no fleet. They were a consolidated 
land power with the advantage of interior lines and the pos- 
session of several large sea and river ports affording access 
to world commerce which they vitally needed. The Federal 
States outlined their naval missions as (A) the blockade of 
Southern ports along a coastline of more than 3,000 miles; 
(B) the reduction, in conjunction with the Army, of At- 
lantic and Gulf strongholds; and (C) the occupation and 
control of the Mississippi and its tributaries. The blockade 
was established, and soon Confederate commerce, as such, 
ceased. Naval operations started on the western rivers in the 
first year of the war—November, 1861. They were mainly 
in conjunction with the Army, but frequently objectives were 
accomplished by naval gun and mortar fire alone. By April, 
1862, with the passage of Farragut’s squadron past the Mis- 
sissippi entrance forts and the capture of New Orleans, the 
Confederate States had been sealed on the western, Gulf and 
Atlantic boundaries. It is safe to state that had they been 
unmolested by sea power and had they received money, men 
and munitions from Europe, South America and Mexico, 
they might well have consolidated their secession. 

8. The development between World Wars I and II of 
naval aviation provided naval forces with a striking weapon 
of vastly increased flexibility, range and power. The devel- 
opment and use of this weapon in World War II against 
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both sea and land objectives is one of the great achievements 
in modern wartare. It spearheaded our Pacific attack. 
First it swept the sea of all naval opposition. Then it be- 
came the initial striking weapon in the capture of Guam, 
Saipan and Iwo Jima—the advanced bases from which long- 
range bombers were able to strike the vital centers of the 
empire. Finally, like the British squadron in 1657, our 
Navy, “after destroying the ships, it plied its guns against 
the forts” and participated directly in the destruction of those 
vital centers on Okinawa and the home islands by gunfire 
and bombing; in spite of the concentration of Japanese air 
power, our Navy made possible the success of our gallant 
ground forces. 

9. In all of these operations the employment of air-sea 
task forces demonstrated the ability of the Navy to concen- 
trate aircraft strength at any desired point in such numbers 
as to overwhelm the defense at the point of contact. These 
operations demonstrate the capacity of naval carrier-based 
aviation to make use of the principles of mobility and con- 
centration to a degree possessed by no other force. 

10. Employment of Naval Forces in the Future. In addi- 
tion to the weapons of World War II the navy of the future 
will be capable of launching missiles from surface vessels 
and submarines, and of delivering atomic bombs from carrier- 
based planes. Vigilant naval administration and research is 
constantly developing and adding to these means. In the 
event of war within the foreseeable future it is probable that 
there will be little need to destroy combatant ships other 
than submarines. Consequently, in the fulfillment of long 
accepted naval functions and in conforming with the well 
known principles of warfare, the Navy should be used in the 
initial stages of such a war to project its weapons against 
vital enemy targets on land, the reduction of which is the 
basic objective of warfare. 

11. For any future war to be of sufficient magnitude to 
affect us seriously it must be compounded of two primary in- 
gredients: vast man power and tremendous industrial ca- 
pacity. These conditions exist today in the great land mass of 
central Asia, in east Asia and in western Europe. The two 
latter areas will not be in a position to endanger us for 
decades to come unless they pass under unified totalitarian 
control. In the event of war with any of the three we would 
be relatively deficient in man power. We should, there- 
fore, direct our thinking toward realistic and highly special- 
ized operations. We should plan to inflict unacceptable 
damage through maximum use of our technological weapons 
and our ability to produce them in great quantities. 

12. Initial devastating air attack in the future may come 
across our bordering oceans from points on the continents of 
Europe and Asia as well as from across the Polar region. 
Consequently our plans must include the development of spe- 
cialized forces of fighter and interceptor planes for pure 
defense, as well as the continued development of long-range 
bombers. Offensively our initial plans should provide for 
the co-ordinated employment of military and naval air power 
launched from land and carrier bases, and of guided missiles 
against important enemy targets. For the present, until 
long-range bombers are developed capable of spanning our 
bordering oceans and returning to our North American bases, 
naval air power launched from carriers may be the only 
practicable means of bombing vital enemy centers in the 
early stages of a war. 

13. In summary, it is visualized that our early combat 
operations in the event of war within the next decade would 
consist of: 


DEFENSIVELY: 


A. Protection of our vital centers from devastating attacks 
by air and from missile-launching submarines. 


B. Protection of areas of vital strategic importance, such 
as sources of raw materials, our advanced bases, etc. 

C. Protection of our essential lines of communication and 
those of our allies. 

D. Protection of our occupation forces during reinforce- 
ment or evacuation. 


OFFENSIVELY: 


A. Devastating bombing attacks from land and carrier 
bases on vital enemy installations. 

B. Destruction of enemy lines of communication accessible 
to our naval and air forces. 

C. Occupation of selected advanced bases on enemy ter- 
ritory and the denial of advance bases to the enemy through 
0 co-ordinated employment of naval, air and amphibious 
orces. 


14. Of the above activities or functions there are certain 
ones which can be performed best by the Air Force and cer- 


- tain others which can be performed best by the Navy—it is 


these two services which will play the major roles in the 
initial stages of a future war. The Eightieth Congress took 
cognizance of this fact when, in the National-Security act of 
1947, it specifically prescribed certain functions to the Navy, 
its naval aviation and its Marine Corps. In so doing, the 
Congress gave emphasis to the fact that the organizational 
framework of the military services should be built around the 
functions assigned to each service. This is a principle which 
the Navy has consistently followed and is now organized and 
trained to implement. 


15. Defensively, the Navy is still the first line the enemy 
must hurdle either in the air or on the sea in approaching 
our coasts across any ocean. The earliest warning of enemy 
air attack against our vital centers should be provided by 
naval air, surface and submarine radar pickets deployed in 
the vast ocean spaces which surround the continent. This 
is part of the radar screen which should surround the con- 
tinental United States and its possessions. The first attrition 
to enemy air power might be by short-range naval fighter 
planes carried by carrier task forces. Protection of our cities 
against missile-launching submarines can best be effected by 
naval hunter-killer groups composed of small aircraft car- 
riers and modern destroyers operating as a team with naval 
land-based aircraft. 


16. The safety of our essential trade routes and ocean 
lines of communication and those of our allies, the protection 
of areas of vital strategic importance such as the sources of 
raw material, advanced-base locations, etc., are but matters 
of course if we control the seas. Only naval air-sea power 
can insure this. 


17. Offensively, it is the function of the Navy to carry 
the war to the enemy so that it will not be fought on United 
States soil. The Navy can at present best fulfill the vital 
functions of devastating enemy vital areas by the projection 
of bombs and missiles. It is improbable that bomber fleets 
will be capable, for several years to come, of making two-way 
trips between continents, even over the Polar routes, with 
heavy loads of bombs. It is apparent, then, that in the 
event of war within this period, if we are to project our 
power against the vital areas of any enemy across the ocean 
before beachheads on enemy territory are captured, it must 
be by air-sea power; by aircraft launched from carriers; and 
by heavy surface ships and submarines projecting guided mis- 
siles and rockets. If present promise is developed by research, 
test and production, these three types of air-sea power operat- 
ing in concert will be able within the next ten years critically 
to damage enemy vital areas many hundreds of miles inland. 


18. Naval task forces including these types are capable of 
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remaining at sea for months. This capability has raised to a 
high point the art of concentrating air power within effec- 
tive range of enemy objectives. It is achieved by refueling 
and rearming task forces at sea. Not only may the necessary 
supplies, ammunition and fuel be replenished in this way but 
the air groups themselves may be changed. The net result 
is that naval forces are able, without resorting to diplomatic 
channels, to establish off-shore, anywhere in the world, air- 
fields completely equipped with machine shops, ammunition 
dumps, tank farms, warehouses, together with quarters and 
all types of accommodations for personnel. Such task forces 
are virtually as complete as any air base ever established. 
They constitute the only air bases that can be made available 
near enemy territory without assault and conquest, and 
furthermore, they are mobile offensive bases that can be 
employed with the unique attributes of secrecy and surprise, 
which attributes contribute equally to their defensive as well 
as offensive effectiveness. Regarding the pure defense of 
these mobile air bases, the same power, projected destruc- 
tively from them against the enemy, is being applied to their 
defense in the form of propulsion, armament and new air- 
craft weapons whose development is well abreast the super- 
sonic weapons reputed to threaten their existence. 

19. It is clear therefore, that the Navy and the Air Force 
will play the leading roles in the initial stages of a future 
war. Eventually, reduction and occupation of certain stra- 
tegic areas will require the utmost from our Army, Navy 


and Air Force. Each should be assigned broad functions 
compatible with its capabilities and limitations and should 
develop the weapons it needs to fulfill these functions, and 
no potentiality of any of the three services of the military 
establishment should be neglected in our scheme of national 
defense. At the same time, each service must vigorously 
develop, in that area where their functions meet, that flexi- 
bility and teamwork essential to operational success. It 
should also be clear that the Navy’s ability to exert from its 
floating bases its unique pressure against the enemy wherever 
he can be reached—in the air, on sea or land—is now, as it 
has been, compatible with the fundamental principles of war- 
fare. That our naval forces can be equipped defensively as 
well as offensively to project pressure against enemy objec- 
tives in the future is as incontrovertible as the principle that 
every action has an equal and opposite reaction. 

20. In measuring capabilities against a potential enemy, 
due appreciation must be taken of the factors of relative 
strength and weakness. We may find ourselves comparatively 
weak in man power and in certain elements of aircraft 
strength. On the other hand, we are superior in our naval 
air-sea strength. It is an axiom that in preparing for any 
contest it is wisest to exploit—not neglect—the element of 
strength. Hence a policy which provides for balanced de- 
velopment and co-ordinated use of strong naval forces should 
be vigorously prosecuted in order to meet and successfully 
counter a sudden war in the foreseeable future. 


Woman-Power for a Better World 


CIVILIZING INFLUENCE IN A MAN’S WORLD 
By RUBY E. STUTTS LYELLS, President, Mississippi, State Federation of Colored Women’s Clubs, Incorporated 
Delivered before the Mississippi State Federation of Colored Women’s Clubs, Jackson, Miss., October 30, 1947 


of my parents. But for imposing upon them my own 

selfish desire to show them off, 1 would ask them to 
stand. (Audience applauded and demanded that Mr. and 
Mrs. T. F. Stutts stand). Then I want to thank Mrs. 
Taylor for her generous words of introduction. It makes 
me feel so humble to have people think so kindly of me. 
And, finally, I want to say, I am happy to have the Federa- 
tions meet in my home county. 

When I look out over the audience and see so many 
people whom I know, relatives, schoolmates, and friends 
of earlier years, I think of a story which may fit my case 
tonight: 

Once there was a notorious gambler. His exploits were 
known far and wide. It happened once that he found him- 
self in a community where gambling was not such a lucra- 
tive outlet, so he began preaching and got himself employed 
as a revivalist. As he approached the altar one night, he 
looked out over his congregation and saw an old comrade. 
Lest this friend should in astonishment give him away, 
he thought he had better fortify himself. So he opened the 
Bible and announced his text in his most commanding voice, 
“Brethrens and sisters, I take my text from the twentieth 
chapter of Revelations which goes like this: Anyone who 
seeth me and thinketh he knoweth me, let him hold his 
peace.” 

Much of what I shall say tonight has been said before. 
I drew heavily upon two old speeches in preparing for this 
speech. And I found myself expressing thoughts which were 
not original with me, but for which I could not give author- 


Pore! I want to express appreciation for the presence 
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ity. I did not worry though, for I realized that the truth 
is the same today, yesterday and forever; in Yazoo City, 
Jackson, London, or Paris; then, too, oldness seems to be 
a part of my tradition. 

hen I was a freshman, a girl friend with whom my 
ideas always clashed, remarked once, “Stutts, you act like 
you were brought up round old folks.” A few years after 
I had finished college, Mrs. J. E. Johnson heard me speak 
and said, “That was good, you have such old ideas to be 
so young.” After completing my final examination for the 
M. A. degree at the University of Chicago, I had a con- 
ference with the Dean of the Graduate Library School who 
said “you have reached a mature level of intellectual devel- 
opment.” Last summer, after I spoke during the fiftieth 
anniversary at the National Association of Colored Women 
in Washington, Mrs. Carter Brooks, a veteran club-woman, 
said “I enjoyed your speech; that’s the same philosophy 
Mrs. Booker T. Washington advanced thirty years ago.” 

Seriously, what I have to say is old, but like the old, 
old, story—I hope it never grows old. 

An assumption, you know, is something that is taken for 
granted, accepted without proof; something that is self 
evident. My message tonight is based upon several assump- 
tions: 

The first assumption is that a better world is inevitable 
—that is, if there is to be any world at all, it is going to 
be better. The scientists have characterized it as “one 
world or none.” ‘The second assumption is that if we are 
to have a better world everybody who can be counted among 
the sane must make a contribution toward its making. More 
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than that we must see to it that there is a higher proportion 
of the population capable of behaving sanely. 

The day has passed, if it ever existed, when a few people 
can steer the affairs of men. Everybody everywhere must 
actively engage in making the world better, lest even their 
passivity prove to be the wrench in the wheel; lest they 
block progress by failure to perform the right action at the 
right time. 

Another thing I am taking for granted is that everybody 
has a niche—a corner where he can shine better than any- 
body else, if only he will find his place and perform to the 
best of his ability. 

With these categories set up, it is easy to arrive at the 
conclusion that as normal adults we are responsible and, 
that as women there are certain areas in which we can make 
a better contribution than those who were born to dream 
dreams or to give counsel. 

Having accepted these as facts, the next thing is to get 
before us just what it is that is to be done: mind you we 
are trying to make a better world. 

Somewhere it has been said that the problem of the present 
age is one of human relationships. To me that makes sense. 
All these years man has put major emphasis on making things 
bow to his will. He pushes a button and anihilates space, 
either by flying through the air, rolling over the land, or 
by ploughing the waves of the sea. He can turn a knob 
and in a matter of seconds know what is going on in London, 
‘Tokyo, and even Moscow if Stalin would raise the iron 
curtain. Man can push a button and make light instantane- 
ously. He can speak to dumb animals and they obey him. 

le can take a needle and a little serum and subdue the 
most dreaded disease germ. 

All this, but men have not learned how to live together 
harmoniously. Almost constantly people are feuding and 
fighting and fussing. According to a currently popular 
tune, they can hardly bury the dead before they are feuding 
again. Often it is people who live in the same house, 
teachers who work in the same school, people who work 
in the same industry, races who live in the same country 
who cannot understand each other. And our blood freezes 
in our veins when we think how misunderstandings between 
nations nearly cost us the whole of civilization just a few 
months ago, and, even now, while we look on and see how 
nicely world war III is shaping up out of the confusion in 
the United Nations and in the various sections of the world. 

The time was when women and women’s organizations 
devoted their energies to securing “women’s rights.” But 
those were the days when everybody looked out for him- 
self and his own interests. Those were the days when 
people behaved much like the participants in a little game 
we played as children. 

In this game a group of children would form a circle, 
with one child in the center who would whirl around and 
exclaim, ‘“‘Number one turns around for himself, who will 
turn for number two, six or ten?,” as he chose to call. 
The person called would turn for himself and ask who 
would turn for number so and so. ‘This would go on 
indefinitely. No one could give the other fellow a cue as 
to when it was his time to turn and anyone, who for any 
reason, failed to respond when called suffered a penalty. 
Literally everyone was for himself and let the devil take 
the hindermost. 

Those were the days of “white supremacy,” when in the 
name of Christianity and civilization men and nations ex- 
ploited other men and nations to their own advantage. 
Those were the days when doing wrong was not frowned 
upon; the unpardonable sin was being too stupid to get 


away with it. But those days are numbered, that is, if 
we are to have a better world. 

This is a new age. The circumstances that made us 
aware of its advent have given emphasis to the age old 
question, “Where is thy brother?” Where is he? History 
answers that if he is a slave in the “land of the free and 
the home of the brave,” a civil war is in the offing, the 
iniquities of which will be visited upon the third and fourth 
generations. If our brother is living in Germany under 
conditions which warp men’s minds and crush their per- 
sonalities, it will not be long before the grandsons of the 
slaves and of the plantation landlords will be buddies in 
fox-holes in Iwo Jima or flying bombing missions over 
Berlin. 

This is an age which gives meaning to the Biblical ad- 
monition to let every man seek another’s and not his own 
welfare. These are days when the real issue is “human 
rights’ not ‘women’s rights,’ nor “states rights” if you 
please, nor the rights of any particular group. 


Yes, women have special problems. And God knows, 
if you are colored women, the problems are multiplied! 
But we want to be on guard against becoming so engrossed 
in our own affairs that we lose our perspective of the 
whole. Our problems as a race and as women, to quote 
Dorothy Kenyon, United States delegate to the United Na- 
tions Commission on the Status of Women, are a “part and 
parcel of the major problems of humanity, human rights 
and women’s rights, freedom from slavery and freedom 
from want, freedom of opportunity for education, freedom 
to vote, to work, to play, to think—all these are common 
problems of mankind.” 


In Dorothy Kenyon’s words, the task of the age is “to 
learn to treat people everywhere like human beings, with- 
out distinction as to race, sex, or creed.” To us, mem- 
bers of an exploited group conditioned to thinking mostly 
in terms of how others should treat us, this means first, 
get right with God ourselves—in other words, make sure 
that we do not ape those who exploit us by exploiting each 
other and, second, that we do not exploit our own oppor- 
tunities for recognition through indifferences to the qualities 
which make men respected as men and desirable as neighbors. 


But where is woman’s special corner? I am not sure 
that anyone has the final answer. However, I would like 
to hazard a suggestion. 


Jesus met a woman at a well one day and asked her for 
a drink of water. The woman was surprised that Jesus, 
a Jew, should ask her, a Samaritan for water. Did not 
Jesus know that people of different races do not mix? But 
Jesus saw the woman as a human being who needed new 
understandings about certain factors in human relations, 
and to him her race was unimportant. Thus Jesus estab- 
lished a new concept of race relations—the well-being of 
human beings is not conditioned by racial identity. 

Notwithstanding the woman had had relations with five 
or six men, Jesus concurred in her statement that she had 
never had a husband. He thereby implied that there is 
such a thing as proper relationships where men and women 
are concerned. If there is to be a better world it is con- 
ceivable to me that the behavior of men and women in 
relation to each other will have to conform to certain 
standards. 


During the conversation Jesus told the woman that he 
would give her water which would quench spiritual thirst 
—recognizing in her, and in mankind, the tendency of the 
human spirit to reach upward and outward in search of 
that which is noble and good; implying that the ultimate 
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ag life consists of more than the satisfying of physical 
n 

The question which comes to me is this: Did Jesus pur- 
posely associate the revelation of these truths with a woman 
because there is something in the nature of women which 
fits them for dealing with problems of human relations, 
weed with race, men with women, and man with his inner- 
self ? 

Is it women who can see further than skin deep, who 
are the more sensitive to the needs of human beings without 
being blinded by skin color or national origin? History 
seems to answer this question in the affirmative. You will 
recall that it was Uncle Tom’s Cabin, written by a woman, 
which fanned men’s passions to fever heat and precipitated 
a civil war to end slavery, out of which a race emerged 
with the constitutional rights of free men. During the 
period of reconstruction hundreds of northern women came 
South to dedicate themselves to the teaching of an under- 
privileged race. Men came, too, but to the women was 
left the real intimate work of helping the liberated slaves 
to learn. 

Following World War I, it was the white women of the 
South, who, observing the increasing rate of lynching, or- 
ganized to expose the lynchers who perpetrated their crimes 
under the guise of protecting womanhood. Lillian Smith, 
a southern woman, author of a best seller, STRANGE 
FRUIT, has entered the fight and courageously attempts 
to remove the barriers which make the children of one 
race insensitive to the sacredness of human personality when 
it is cloaked under a dark skin and make the children of 
another race the victims of such insensitivity. Strange fruit, 
indeed! 

Margaret Halsey, in her Stage Door Canteen, hammered 
home the idea that skin color is inconsequential in deter- 
mining human needs and human behavior. Mrs. Franklin 
D. Roosevelt to me, approaches the master himself in her 
ability to champion human rights without racial reservations. 

Among women of color, particularly outstanding have 
been the contributions of Phyllis Wheatley, Harriet Tnb- 
man, and Sojourner Truth; and dozens of later generations, 
including Mary McLeod Bethune, who have either, in- 
directly, by their own achievements or, directly, by getting 
into the thick of the fight, advanced the cause of race rela- 
tions. 

In the interest of a better world women of both races 
need to develop a strong sense of political and social respon- 
sibility in order to augment the gains that have already been 
made in racial justice, and to accelerate the day when a man 
will be a man because he is a man and not because he belongs 
to a certain racial, economic, or religious group. 

It is also conceivable to me that—the area of relations be- 
tween the sexes is woman’s peculiar sphere of influence. It 
has been said that no race or nation rises higher than the 
ideals of its women. There is also a slogan, especially 
popular in advertising circles, “Never underestimate the 
power of a woman.” 

Society has in its double standard a peculiar way of sug- 
gesting the responsibility of women in this area. It would 
seem, then, to be a matter of enlightened self interest for 
women to seek the truth themselves and then inform their 
sisters. 

One of the saddest mé@mories of my childhood is of a 
family who was victimized because of an improper relation- 
ship between the man and wife. Their only daughter was 
the prettiest girl in our little country school. When the 
father died, his first, undivorced wife and her family be- 
came his heirs. We can only guess what family number 


one suffered as family number two was being supported 
rather comfortably by their husband and father. 

I have a friend who told me that whenever there is a 
clash of personalities, it is always she who has to make 
concessions in order to preserve their marriage. While | 
cannot appreciate any man who is so constitutionally un- 
fitted for the give and take of married life, 1 am inclined 
to think that maybe, under such circumstances, a woman 
can take more with the least damage to her soul. 

We have observed also that Dorothy Dix always advises 
extreme patience in the wife when there is a strain on the 
family tie. Somewhere in my background, I am not sure 
now just where nor how, it was impressed upon me that 
it is the wife’s business to make the marriage go. At any 
rate, we know that in the face of increasing divorce rates, 
increasing sexual delinquency, and the shameless abandon 
with which responsible men lead young girls into immoral- 
ity and the resultant evils for society, somebody needs to 
do something now to give people a new way of thinking 
about man-woman relationships. 

Somewhere in my consciousness lurks the idea that women 
are a civilizing influence in a man’s world. If this is true, 
women are accountable if the things which elevate and re- 
fine are not provided to stimulate the human race to higher 
and nobler desires. Is it possible that men are so busy 
making a living and providing bread that it is left to women 
to nuture and promote those values which must be added 
to bread to make for the abundant life? That may explain 
why Jesus spoke of spiritual thirst to a woman. 

My final word is a challenge to the members of the 
Mississippi State Federation of Colored Women. For 
nearly a half-century we have wrought well. Being one 
of the younger generation, I am proud of my heritage as 
a club woman. But how can we go on making the same 
speeches, teaching the same lessons, joining the same’ clubs, 
listening to the same sermons, reading the same editorials 
and setting examples of living in the same old way when so 
much is at stake? Our young people, for the lack of guidance 
and direction, are becoming more ill-behaved and more 
delinquent every day. In the last two years I have been 
more impressed by the numbers of young people who are 
drifting with the tide than by the numbers associated with 
cultural and refining activities. I have been more impressed 
by their determination not to be back-numbers when it comes 
to beer-drinking and smoking and those things which prob- 
ably do no harm, except to make richer those who scheme 
to separate fools and money, but certainly do no appreciable 
good in advancing the individual nor the group. I am left 
relatively unimpressed by the interest of youth and of their 
elders in things which have positive values for the good 
life. When it comes to those we soon get tired. 

How can we go on, I ask, when a race, our race, strug- 
gling for recognition, and apparently making some gains, is 
handicapped in its efforts because other people believe we 
do not and never will have those qualities which make a 
people respectable and respected? How can we go on leav- 
ing it to other people to read the great books, think the 
great thoughts, and tackle the difficult problems while we 
fill our lives with the sawdust and trivialities? No wonder 
they run the show while we play the clown for their 
amusement. 

How can we go on when a new world is trying to emerge 
as evidenced by the freedom of India, by DuBois’ presenta- 
tion to the United Nations a declaration of the Negro’s claim 
to recognition as a citizen, of the one world the U.N, rep- 
resents, by the astounding commitment, made just yesterday 
by the President’s committee on Civil Rights? 

God of our weary years, God of our silent tears, Thou 
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who has brought us thus far on our way; keep us forever 
in the path we pray. Having shared the tragedies of an 
imperfect world, we women feel an obligation to use our 
energies in helping to build a better world. Side by side 


A Little Cloud 


with our husbands we want to be partners in improving the 
world into which our children go, and in shaping the desti- 
nies of all human beings. With Thee, O God, all things 
are possible. Amen. 


Out of the Sea 


DANGERS FACING COOPERATIVES 
By CLINTON P. ANDERSON, United States Secretary of Agriculture 
Delivered at a Special Meeting of Farmers and Representatives of Farmer Cooperatives of Washington, Oregon and 


Idaho. 
IKE Elijah’s servant in olden times, I have been scan- 


ning the horizon. Like him, I must report that “There 
ariseth a little cloud out of the sea, like a man’s 

hand.” The cloud seen by Elijah’s servant was the fore- 
runner of a terrible storm. The cloud I see arising bodes 
no good. It may be the forerunner of an all-out assault 
upon the farmer cooperatives of this country. 

| have come here to counsel with you about the approach- 
ing storm. 

1 have come here because | believe in farmer cooperatives. 
It is time for all of us of like mind to reaffirm our faith. 

Already the winds of dissension are blowing. The calm 
is over. After all these years, in which farmer cooperatives 
have found a firm place in the competitive free enterprise 
system of this country, suddenly there arise adversaries who 
would restrict your rights to cooperate in a business way. 
So far they have not attacked the right of neighbors to 
share work—to help each other harvest or build barns—but 
they don’t want neighborliness carried to extremes. Ex- 
tremes, of course, are transactions that involve money, such 
as selling farm products or buying i.:in supplies. You 
mustn’t do anything for yourselves that somebody else wants 
to do for you—for a price. That seems to be the logical 
conclusion of the arguments you hear. 


Now, it’s all right with me—and I know it’s all right 
with you—if some people want to make that kind of an 
argument. We don’t even worry too much if those who 
oppose cooperatives speak their pieces to vast audiences night 
after night. We have free speech in this country—freedom 
to speak, which carries along with it a right that is exer- 
cised too infrequently—the right to remain silent. Perhaps 
we. who believe in cooperatives use our right to remain 
silent too much, Perhaps we have been too complacent in 
our belief that the fight for farmer cooperatives has been 
won, that they have proved their right to a place in the 
business community, that they are no longer a public issue. 

Yes, evidently we have been too complacent, for the op- 
ponents of farmer cooperatives—made bold by the sound of 
their own words and by a well-stocked treasury—have be- 
gun a new assault. They now seek political action. Un- 
fortunately, they have been able to use a Congressional com- 
mittee as their forum in which to raise their political issue. 


This, of course, is an old technique. It works like this: 
You don’t come right out and say you're against whatever 
it is you’re against—farmer cooperatives, for example. You 
pick out some particular thing about it that is not widely 
understood and has some dramatic appeal, and you make 
sure it ties in with a particular objective of the party in 
power—an objective like reducing taxes, for example. You 
harp on the one thing you've picked out. Just for example, 
you might say that farmer cooperatives under certain con- 
ditions are exempt from Federal income tax and you don’t 
think they should be. You harp on that one thing, but of 
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course you can’t take time to spell it out all the time, so you 
just talk about “tax-free cooperatives.”” You buy newspaper 
advertising. You talk it on the radio—either in time you 
buy or in time you can get for free. You “sell” it to friendly 
commentators and editors and others who might influence 
public opinion. You “sell” your argument by mail, at meet- 
ings and cocktail parties, and in printed literature. Oh yes, 
I almost forgot. You set up an organization with an im- 
portant-sounding name so that your literature and all your 
doings will sound like the voice of the people. You make 
as much noise as you can, and then you go to a friend who 
heads a Congressional committee, and you say, “Look, 
here’s a matter you ought to look into. Where there’s smoke 
there’s fire.” And the committee chairman says to his com- 
mittee, “Where there’s smoke there’s fire . . . we'd better 
investigate.” Even those who know the facts can’t refuse 
to hear the facts except in rare circumstances. And so they 
investigate, and the people who have been making all the 
noise have their arguments all ready. They’re really on the 
offensive now, and they’ve got their opponents on the de- 
fensive—exactly as planned. 

In any argument there are always honest differences of 
opinion. That gives you a chance to step in and say, “See, 
I told you so. These people want action. They have found 
a party that can give it to them.” 

Thus is born a hot political issue. I shouldn’t say born— 
manufactured is the word—manufactured synthetically. 

Thus have our farmer cooperatives come under attack. 
The opening gun has been fired. The adversaries—many of 
whom have not seen fit to make public their names—still 
have the offensive. Their next maneuver is concealed by the 
smoke of their propaganda barrage. But it’s coming—make 
no mistake about that. 

Do you want to fight it out? 

Are your cooperatives worth fighting for? 

If your answer is yes, I’m with you. In a show-down, 
we're either for a thing or we’re against it. 

I want to say again in plain language that I am FOR 
farmer cooperatives. 

I want to say just as plainly that the Truman Adminis- 
tration is FOR farmer cooperatives. 

I say that with the specific authority of President Tru- 
man himself. 

Harry S. Truman, as one writer has put it, “grew up 
between the plow handles” on a farm in Missouri. He 
knows what it is to make a living on the farm. He knows 
how cooperatives have helped farmers to make a decent 
living and to preserve their econemic independence. I told 
him I was coming out here to meet with you people. He 
asked me to bring his best wishes and to tell you to stay 
right in there and pitch for the cooperative principles you 
believe in. 

As I said in the beginning, it is time for all of us who 
believe in farmer cooperatives to reafirm our faith. 
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Vague generalities will not do. Therefore, in the re- 
mainder of my time, I want to do two specific things: First, 
I want to tell you the reasons I believe in farmer coopera- 
tives as a part of the American way of life; and second, | 
want to give you a few observations about the future of our 
cooperative enterprises. 

The first reason for my belief in farmer cooperatives is 
that I am deeply devoted to the American system of free 
enterprise. In this whole Nation there are only 10 million 
individual enterprisers apart from corporations, and more 
than half of those individual enterprisers are farmers. So 
it is that the farmers are the very backbone of our individual 
free enterprise system. That's the way we want it. That 
is America. 

Some would have you believe that when farmers join 
together in a cooperative enterprise they are no longer en- 
gaging in individual business. “Collective” is the word 
sometimes used to make the cooperative seem odious. I deny 
that a farmer carrying on part of this business through a 
cooperative is any less an individual enterpriser than his 
neighbor who does not belong to the cooperative. I assert 
that cooperation is simply a tool that farmers use to main- 
tain their individual way of life, a means of applying mod- 
ern business methods to farming. I assert that the farmer 
who belongs to a cooperative is just as much an individual 
free enterpriser as any single merchant or partnership of 
merchants in town, and he’s certainly as much of an indi- 
vidual enterpriser as the usual impersonal corporation. 
When you form or join a cooperative, you do so for one 
reason—group service, not group profit. If your problem 
is credit, you may join a farm loan association. If you are 
dissatisfied with the price you have to pay for marketing 
services, you may organize or join a marketing association 
that enables you to perform the marketing service instead of 
paying others to do it. If you think you can save money or 
get better merchandise by purchasing your farm supplies 
directly as a group, you can take part in a purchasing asso- 
ciation. Perhaps you want one organization to perform 
several services. And that’s all right. The point is that 
your cooperative is a non-profit organization. It’s your serv- 
ice agency that helps you carry on your individual free en- 
terprise for your own individual profit. So I say that the 
cooperative is an aid to individual free enterprise and just 
as American as the family farm it helps to preserve. 

How it is that anybody ever pays any attention to the 
wild charges made against farmers’ cooperatives I don’t 
know. You hear it said or implied that there’s something 
“left wing” about cooperatives. I get a laugh just trying 
to imagine Republican Senator Capper as a left-winger, and 
as you know the Capper-Volstead Act which Senator Cap- 
per steered through the Congress is often called the Magna 
Charta of the farm cooperatives—the farm co-op bill of 
rights. 

You hear it said that there’s something communistic about 
cooperatives. And in answer to that I might point to 
Sweden “the middle way,” or to other Scandinavian coun- 
tries where cooperatives have flourished and where commu- 
nism has found less fertile ground in which to develop than 
in many other parts of Europe. I recall with a great deal 
of pleasure a visit to the beautiful Dalecarlia area of 
Sweden which was my father’s home before he came to 
America. I visited some of my people there. And I had a 
chance to learn a little bit about the cooperatives which they 
have used so extensively for so long. I can say, as probably 
many of you can say because of your experience and Scan- 
dinavian family ties, that individual enterprise’ and liberty 
flourish strongly with the help of cooperatives. 

In our own country, the farm co-ops attract a great many 





progressive people ; and some of the most conservative people 
I know are among the strongest boosters for co-ops. If 
there’s any radicalism in the American farm cooperative 
movement, I have yet to discover it. Of all the nonsense 
written and spoken about cooperatives, the charge of left- 
wing tendencies is by all odds the silliest. At the same time, 
let us recognize that cooperatives do not lend themselves to 
the other political extreme, fascism. It would be well to 
remember that Hitler killed the cooperatives in Germany 
because they did not fit into his totalitarian schemes. 

My second reason for being a strong believer in farmer 
cooperatives is closely related to my devotion to individual 
free enterprise. It is my belief in the family farm. We 
are now, and for some time we have been, confronted with 
a trend toward fewer and bigger farms. I regard this as 
inevitable to a certain extent. We are becoming more effi- 
cient. Three people can now produce more than four could 
produce just before the war. If we are to make the mest 
of our new machines and methods, we have to have more 
land and higher investment per worker. Otherwise, more 
and more farm people will become underemployed. But 
the trend toward fewer and bigger farms is not necessarily 
a trend away from the family-type farm. It is one thing 
to have family farms growing larger and continuing to com- 
pete. It would be quite another thing if the family farm 
could no longer compete but had to give way to gigantic 
factory-type units. 

I have pointed out before and I say again—because I be- 
lieve this is an extremely important fact—that our family 
farms are competing in a world of economic giants. Think 
of the biggest family farm in your neighborhood. How 
does it compare with the company that manufactures the 
machinery used on the farm, with the company that makes 
the trucks, with the companies that make the household 
goods such as soap and light bulbs, and the shoes and over- 
alls? How does it compare with the company that processes 
the wheat, the meat, or the fruit and vegetables? We do 
have many small businesses comparable in size to the farm. 
But in large measure our economic power is concentrated. 
In 1946 the 200 largest manufacturing corporations con- 
trolled nearly half of the total assets of all the manufac- 
turing corporations in the country. Economic giants have 
an advantage in mass production and mass sales methods; 
they rule vast domains of natural resources ; they have power. 

Now, the farmer is essentially a manufacturer; he is a 
producer of goods. But he does not have the advantages of 
a big organization. He buys frora powerful giants. He sells 
to giants. How does he compete? 

A young fellow named David once contested a giant 
named Goliath—with rather notable success. But it should 
be noted that David’s feat was not accomplished with bare 
hands. He had a sling-shot or something of the sort and a 
very considerable skill in using it. I do not for one moment 
suggest that the way to get along with economic giants is 
to give them the David treatment. Many of the giants are 
useful contributors to what we call the American standard 
of living. What I do suggest is that the little fellow must 
have the means to equal or surpass the performance of the 
giant. 

Law and ingenuity are better than force. 

In this country we have some traditions and public poli- 
cies embodied in law which encourage family-type farming. 
I suppose that to some extent these are expressions of senti- 
ment. But to a greater extent they express a fundamental 
concept of the democratic way of life. We dislike the 
idea of a landed class or of corporate giants employing the 
tillers of the soil. We think families of small freeholders 
are good plantbeds for the propagation of freedom and 
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democracy. So, as national policy, we try to keep the rules 
of the game fair to the family farm. And important among 
the laws for that purpose are those which guarantee the 
rights of farmers to do business cooperatively and which 
give positive encouragement to cooperatives. 

Do we want to change all this? Have our ideas about 
democracy and the family farm been changing? I don't 
think so. The people of this country can change or kill 
any law at any time they choose. ‘They can kill farmer 
cooperatives at any time. Some misguided or avaricious 
people would have them do so. 

“There ariseth a little cloud out of the sea, like a man’s 
hand.” 

We who believe in farmer cooperatives must give the 
people the facts. 

Some of our adversaries would have people think there 
is something new and secret about the Federal Govern- 
ment’s encouragement of farmer cooperatives. Let’s see 
what the real situation is. In 1898 a Federal corporate 
tax law was enacted that stated the tax did not apply to 
agricultural organizations operated for the mutual benefit 
of its members. In 1916 the income tax law also exempted 
farmer cooperatives. These exemptions have since been con- 
tinued and spelled out. Present revenue laws provide ex- 
emptions from corporation income taxes, stamp tax on capital 
stock or bonds or any such certificates of indebtedness, the 
excise tax on capital stock, and the excess profits tax. 

In 1916, also, the cooperative land bank system was estab- 
lished in the Federal Farm Loan Act. 

In 1921 the Packers and Stockyards Act assured coopera- 
tives the right to pay patronage dividends, and this right 
was protected later in the Robinson-Patman Act dealing 
with price discrimination and in the Bituminous Coal Act. 

In 1922 the Capper-Volstead Act freed farmer coopera- 
tives of fear of involvement in anti-trust laws provided they 
meet certain requirements. 

In 1926 the Cooperative Marketing Act authorized De- 
partment of Agriculture service to farmers’ cooperatives. In 
1929 the Agricultural Marketing Act provided funds for 
loans to them. In 1933 the Farm Credit Act provided for 
13 banks to make loans to farmers’ cooperatives and also 
provided for the cooperative production credit system. Since 
1935 farmers have been able to use the cooperative method 
to bring electricity to their farms whether the giant utility 
companies were ready or not—and REA today is one of the 
most useful agencies in the Government. 

That in brief is the history of Federal legislation on 


‘farmer cooperatives. 


It is spread out in full view on the statute books, and 
it developed during a good many different political adminis- 
trations in response to widely varying farm problems. 

Let me point out also that a number of State statutes 
providing for the incorporation of cooperatives antedate the 
first Federal legislation and that the cooperative movement 
in this country began long, long before. The first organized 
cooperative in this country began operations in 1752—a 
full generation before the American Revolution. It was a 
mutual insurance association called “The Philadelphia Con- 
tribution for the Insurance of Houses and Loss by Fire.” 
Benjamin Franklin and other future signers of the Declara- 
tion of Independence were among its founders. The asso- 
ciation is still doing business. 

Early farm cooperatives included a livestock shipping 
group in Ohio in 1820, a cheese factory in New York in 
1851 and a creamery in the same State in 1856, mutual 
irrigation associations in Utah and California in 1860, and 
a grain marketing association in Wisconsin in 1875. In the 
70's and 80's the Grangers and Farmers’ Alliance gave farm 


cooperation organized support, and later farm organizations 
have followed suit. 

Seo much for history. I simply want to observe from this 
that those who attack farmers’ cooperatives are attacking 
something which is fundamentally American—as American 
us the Declaration of Independence and as democratic as 
the temporary cooperatives called husking bees and barn 
raisings. 

I have said I am FOR farmer cooperatives because they 
serve the cause of individual free enterprise and protect the 
family farm. 

I am also FOR them because of the many definite con- 
tributions they make to the general community. 

Cooperatives have enabled producers to build a closer link 
with consumers by pioneering in improvement of the quality 
of farm products offered to the public. They have set 
higher standards and promoted better methods of market- 
ing. They have helped and are helping to change the old 
rigid price structure in farm commodity markets so that true 
quality of product can be reflected in returns to producers. 

They enable the producer to maintain some control over 
the sale of his product instead ‘of having to take the first 
offer of the local market. 

Cooperatives have pioneered in helping farmers get good 
farm supplies at reasonable cost and in helping to improve 
the quality of fertilizer and seeds. 

They have earned the reputation of providing price and 
quality yardsticks by which all people can judge the mer- 
chandise in the market place. They reduce or hold down 
handling charges on products bought and sold. 

They provide a forum for full and free discussion of 
economic problems. In co-op meetings many farmers have 
their best opportunity for free discussion of public policies. 

Farm cooperatives provide an essential mechanism for the 
operation of various Federal marketing agreements that have 
proved beneficial to both producers and consumers. 

They have been pace setters in the farm mortgage field and 
have pioneered with the budget loan for production purposes. 

In passing, let me remind you that your cooperative 
credit facilities are frequently attacked. So far there has 
been little beating of the propaganda drums on this matter; 
the drums have been reserved for the tax issue. But a 
few master minds in the banking business have, in staid, 
conservative, professional utterances, been of the opinion 
that the sound, solvent private banking institutions could 
very well handle all of the sound farm mortgage credit that 
our sound, solvent farmers might require. The aforesaid 
being true, now therefore might it not be considered possible 
that cooperative farm mortgage credit is at this time un- 
necessary. All of which is the “sound” way of saying, 
“Come on, boys, let’s cut the throat of this cooperative 
credit thing before times get bad again.” 

Fortunately, most bankers have more sense than that. 
Most of them remember how the cooperative credit system 
bailed out their boat when they were about sunk with farm 
mortgage paper. Most of them know that country banks 
are stronger today than they were after the other world 
war, and that part of their increased strength is due to our 
cooperative credit system. After the other war, country 
banks held most of the farmers’ paper, and when depression 
started they had to press for liquidation. ‘Today the coun- 
try banks have the heavy end of their assets in Government 
securities, and our rural credit structure is strong. 

Nevertheless, cooperative farm credit has come under at- 
tack, and you will probably hear more about it before you 
hear less. 

Those of us who are FOR the farmer cooperatives had 
better be prepared. 
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This brings me to my observations about the future of 
our cooperative enterprises. 

The cloud I see on the horizon is still no bigger than a 
man’s hand. 

We are not beaten. We have scarcely begun to fight. 

Let us look on the attacks as a challenge and an oppor- 
tunity. Every farm co-op in this country owes its existence 
to problems which had farmers sufficiently worried to take 
up group action. 

I have tried to tell you today why I believe in farmer 
cooperatives. It has been a good exercise for my own think- 
ing, and I heartily recommend the same exercise to you. 
Think what it is that you value in cooperation, and tell 
others. Co-op members have been lax in this. In a co-op, 
you can’t “let George do it.” In a co-op there isn’t any 
“they” —there’s only a “we.” You may have a manager, and 
he may have a staff, but they’re not the co-op. The mem- 
bers are the co-op. Let’s remember that. 

When the tax issue came up, the Apple Growers Asso- 
ciation over in Hood County, Oregon, took pains to point 
out that it is not tax-free, as the propaganda experts would 
have the people believe. On the contrary, it stated, the 
Association is the second largest payer of property taxes 
in the county, and pays seven other taxes, too. 

That’s all to the good. But you don’t have to wait for 
a crisis to begin telling your story. 

I also recommend continuous self-appraisal and criticism 
within every cooperative. Let us not complacently assume 
that we are completely righteous because we're a farmers’ 
co-op. A co-op justifies its special place in our society only 
if it fully lives up to its responsibilities. The co-op is not 
just another business. If it becomes that, it is not a true 
co-op. The whole history and legal status of the farmer 
cooperative in this country are bound up with the fight 
against monopoly, the battle against problems which farmers 
as individuals cannot meet, the drive for progressive busi- 
ness methods, the struggle to maintain freedom for the 
little guy. Justify your existence through service. Keep 
pioneering. If farm co-ops had not pioneered in the past, 
we wouldn’t have them today, and we probably wouldn’t 
even have the legal right to cooperate. In my opinion, if 
co-ops don’t continue to pioneer, they will die. 

In recent testimony before Congressional committees on 
long-range agricultural policy, Department of Agriculture 
representatives expressed the belief that cooperatives should 
have an important place in the agriculture of the future. 
They urged certain extensions of the farm cooperative field. 
The Department committee which studied this matter rec- 
ommended that Congress grant legislative authority to 
broaden the basis of credit for forestry cooperatives and to 
encourage use of the cooperative pattern in forest conserva- 
tion. The committee also suggested that the Department 
be given an opportunity to do a better job in research, serv- 
ice, and education in the field of agricultural cooperation. 
The committee further suggested continued vigilance against 
legislation which would interfere with farmers’ rights to 
cooperate, or would handicap cooperative activities, or would 
cripple the cooperative credit system. 

Whether these suggestions will be accepted I have no way 
of knowing. It depends to a large extent on your interest 
and your activity. 

Cooperatives on their own initiative can do one thing to 
strengthen their credit system. It is time, I think, for you 
to acquire more of the stock of the banks for cooperatives, 
either through purchase of capital with cash or by leaving 
the savings accruing to you to be used for capital purposes. 
This should be done carefully, with regard for the stability 
of the banks. The objective should be to retire the Gov- 


ernment capital in the banks completely and to provide a 
sound, permanent and flexible credit base so that the banks 
for cooperatives can obtain a large portion of their lending 
funds from the investing public. 

I recommend this to your consideration as a forward- 
looking course of action. The Farm Credit Administration 
believes this action should follow a carefully developed 
procedure, and I hope you will discuss the matter with the 
Farm Credit people. 

My final observation concerns the responsibility of the 
American farm cooperative in meeting the present perils 
to world peace. 

So far there is no peace settlement. The agriculture and 
industry of wartorn areas are still bleeding, unable to build 
the firm economic base on which the structure of lasting 
peace can be built. 

President Truman has asked Congress to provide special 
emergency aid to three European countries and to shore up 
our own economy to meet the dangers of inflation. He 
will soon present a long-term program through which we 
can aid the economic rehabilitation of Europe. 

American food fought for freedom through the long 
years of war. American food still fights for freedom, In 
time of war, food was one of many weapons. In the build- 
ing of peace, it is the primary tool. ‘ 

Like Atlas carrying the world upon his back, the Ameri- 
can farmer carries on his shoulders tremendous responsibility 
for the future of all mankind. The hungry and oppressed 
across the oceans, and the anxious people of our own land, 
turn their eyes to the American farmer. How much grain 
can he conserve? How much can he produce? 

Now, if ever, is the time to prove again the value of 
agricultural cooperation. 

Through your livestock marketing cooperatives, you can 
wield great influence to bring down and hold down the 
market weight of your hogs, to market beef with less finish, 
to spread the word about all grain conservation methods 
that fit your local conditions at this particular time. 

Your grain co-ops can help prevent waste through care- 
ful handling, through an intensified fight on insects and rats, 
through all the ways in which people can work together 
to save grain. 

Your State Colleges have been given responsibility for 
education in the ways of saving grain and and in the “why” 
of the program. Give them a helping hand. Even to let 
the College people know you back up their effort is a help 
to them. But you have the means to do much more. 

Let every farmers’ co-op stand out as a leading force in 
behalf of the homely tasks as well as the lofty aims while 
we, the people of the United States, press on toward peace 
and security. Cooperate for this, the greatest of all our 
objectives, as you are in the habit of cooperating for your 
personal goals. Let the Nation see once more the truth 
in the old proverb that “three helping one another will do 
as much as six men singly.” Let the Nation see, through 
the example of the farmers, that this is true in great affairs 
as well as small. 

Those who know from experience what cooperation means 
have something major to contribute to a sick and disordered 
world whose dire need is for cooperation. 

The planning, the work, and the fighting that gave us 
victory and a new chance for a better world—all that was 
not in vain. But neither has our effort been fully com- 
pensated. 

Only when we have secured the freedom and order 
and peace for which we fought will we have been paid in 
full for the pain, the sweat, the long labors of our people 
—only then will our task be done. 
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